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AGRICULTURAL INDEBTEDNESS (i) 

Summary: I. General survey of the question. Universal character of indebtedness and its 
economic and social effects. Its progressive development after the war. Structure of 
indebtedness. Its causes, old-standing and recent. Its aggravation in consequence of 
the world economic crisis. Factors determining the persistent fall of prices during the 
depression, and the principal phases of the depression. Market situation of the more 
important products. Various aspects of the question of prices. Incapacity of agricul- 
ture to adapt its production rapidly to market changes. I'undamental results of agricul- 
tural accountancy in relation to the component factors of the cost of production and to 
agricultural income. Contraction of international trade. Distress of the rural popul-* 
ation. Their difficulty in paying debts rendered heavier by the excessive weight of inter- 
est. Rates of interest. Consequences of indebtedness felt by the whole community. 
Numerous sales of land by auction and rapid replacement of entire classes of agricul- 
tural producers. Disastrous results of this fact from both the economic and the social 
point of view. Need for the intervention of the Governments. Classification of the 
Governments into three main groups according to the iiolicy adopted to meet the situa- 
tion. Artificial and contingent character of the special relief legislation and neceSvSity 
for seeking rather a lasting solution of the farmers' difficulties in a stable raising of the 
level of prices. — II. Agricultural debts and their adjustment. Absence or inadequacy,, 
as a rule, of statistics of agricultural debts. Desirability of compiling such statistics 
methodically by specialised and local inquiries. Study of agricultural indebtedness and 
the measures adopted for the relief of it in the following countries: A . - Countries of 
Central and Western Europe (Germany, Belgium. France, Italy, Switzerland). B. - Scan- 
dinavian countries and Finland (Denmark, Norway, Sweden, Finland). C. -- Countries 
of East Central Europe (Bulgaria, Greece. Hungary, Poland, Romania, Czechoslovakia, 
Yugoslavia). D. - Baltic countries (Estonia, Latvia, Lithuania). L. - A.siatic countries 
(India, Japan). F. - North America (Canada, United States). G. - South American 
countries (Argentina, Brazil). - Australia. 


I. — GENERAL SURVEY OF THE QUEvSTION. 

Agricultural indebtedess is one of the most disquieting aspects of the world 
crisis, owing to its universal character and to the effects, not only economic but 
social, that it produces. The attention bestowed upon it by the Governments 
and the many meavsures taken to attenuate its consequences indicate the anxiety 
which it has aroused by its rapid increase and by its results. As regards the 
farms, the principal effect of indebtedness is to render their management more 
difficult or more lax, while, as regards the credit institutions, it depletes their 


(i) Amongst the most general sources of information on the subject, see: The Agricultural. 
Situation in 1929-30; Do., 1930-31; Do., 1931-32; The World Agricultural Situation in I 93--33? 

1933^34; Do., 1934-35. International Institute of Agriculture, Rome. — Annuaire interna- 
tional DE LifeGiSLATiON AGRICOLE, Years 1 929 to 1935. International Institute of Agriculture, Rome 






financial resources and thereby renders them partially inoperative precisely at 
the moment when the farmers have most need of being aided. Lastly, as regards 
the communitv, it destroys confidence in the credit system. All this obviously 
depresses the spirit of initiative and creates a sense of uneasiness, which becomes 
more and more accentuated as proceedings for forced sale become inore numerous, 
causing an artificial transfer of property from one person to another and conse- 
quently disturbing the property market and upsetting the normal distribution of 
wealth between the social classes. 

When this point is reached, the problem of indebtedness, which had its origin 
in relations governed by private law, assumes a public character and becotnes a 
question of general interest, calling for the intervention of the public authorities, 
who can no longer refrain from interesting themselves in effects that involve a 

menace to social and political order. t r i 

In recent years, a very striking example of this state of affairs is to be found 
in the countries of Central and Eastern Europe, which, as they derive the means 
of their existence mainly from agriculture, have felt very seriously the effects of 
the crisis. It is precisely by reson of the disquieting conditions prevailing in 
this part of Europe that the formation was planned in 1931 of the International 
Mortgage Credit Cornpanv, which was mainly intended to facilitate the conversion 
of onerous debts and thus to lighten the burdens that weigh on agncultural pro- 

The characteristic feature of European economic life, in the decade immedi- 
ately following the war, was the extreme rapidity of the reconstruction that took 
place both in agriculture and in industry. The destruction of farms during the 
war and their reversion to extensive cultivation at this period left agriculture 
with a considerable margin 'for development. On the other hand, the great ex- 
pansion of capitalist economy and even the exaggerated development of some of 
its forms, induced agriculture, during its evolution, to have recourse to the means 
of economic expansion at the disposal of capitalism thereby coming much more 
under the influence of this system than before the war. 

The extension of the capitalist system to agriculture mainly took the form (rf 
an important increase in the working capital in relation to the fixed capital and 
of the recourse to credit in order to form the working capital. Now as long as 
the working capital belongs to the farmer himself and is not large in relation to 
the invested capital, the farmer remains able strongly to resist the variations in 


— “ Credit Conditions and Agricultural Indebtedness in Central European Countries ", in Document- 
ation FOB TUE Monetaky AND ECONOMIC CoNFEEENCE (EONDON, 1933). International Institute of 
Agriculture Rome. - Eouis Tardy, Crfneral Manager of the National Agricultural Credit Bank, Paris: 
E’cndettemLnt des agriculteurs et les mesures propres i. faciUter le remboursement des dettes agn- 
coles. Report presented to the 5th International Agricultural Credit Conference, Vienna, 9 to ii ^p- 
temlier 1936. -,W. W. Ro8EN*sa«0: U: probltoie de I'assainissement des dettes privfes. Revue Eco- 
nmnique InU-rmtionale, August 1935, Brussels. — Le CrMit Asricole. Bulletin of the InternaUona 
Credit Conferences. - VEst Europien AeriooU. Official organ of the Permanent Committee of Econ- 
oiTiic Studies of the Agricultural States of Central and h.astern Europe. 
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economic conditions, which no doubt may reduce his resources but cannot upset 
his financial equilibrium. While in this state, from the capitalist point of view, 
a farm still retains, to a large extent, its natural character. It is only when the 
working capital becomes large and is based on credit that the farm takes rather 
the character of a capitalist undertaking and becomes an organism] extremely 
sensitive to changes in economic conditions. 

As it was, more or less closely, at this point in its evolution, agriculture offered 
but a feeble resistance to the sudden reversal of the economic situation. It fol- 
lowed that the crisis, which was so acute and so lasting, seriously affected the finan- 
cial bases of production. The indebtedness of agriculture then began to increase 
with frightful rapidity. 

It must not be imagined, of course, that indebtedness is a recent phenomenon, 
nor that it is of a simple nature, nor that it is always unhealthy. It is, on the 
contrary, an old phenomenon which the crisis has rendered more acute and thrown 
into special relief; it is highly complex, not always resulting from a disequilibrium 
between receipts and expenses, but sometimes also arising out of the farmer’s 
constructive spirit and desire for impiovement; it is a phenomenon the origin 
of which is influenced by the manners and customs and even the psychology of dif- 
ferent peoples. 

The causes of indebtedness are therefore manifold: old-standing and recent, 
general and special to the different countries, healthy and unhealthy. 

After the war, a notable cause of indebtedness was the urgent neceSwSity of 
repairing the damage caused b}^ the devastations of the war to the roads, the 
bridges, the houses, the soil, the plantations of trees and herbaceous plants, to 
cultivation in general and to live stock. 

It was necessary, in a word, to restore the previous conditions of the 
cultivation and working of the farms, and this required enormous sums, 
often obtained by means of loans which are not yet, in certain regions, completely 
repaid. 

Another fact which occasioned a strong demand for credit was the transform- 
ation in the distribution of landed property which took place in certain countries 
in pursuance of agrarian reforms. These reforms resulted in the creation of a 
considerable number of small landowners, who sought loans in order to pay the 
expropriation indemnities or to meet the necessary expenses of equipping and 
cultivating their holdings. 

In other countries again, inflation (i), by causing rapid increases in the 
money value of land and in the prices of products, brought about a rush to- 
wards agricultural investments, which required large credits for the speculative 
purchase of land, thereby appreciably increasing, generally over a long series 
of years, the burden of debts. 

But apart from the reasons for indebtedness above indicated, which are 
derived from facts more or less directly dependent on the war period, mention 


(i) G. Nicotra: Crise agricole et credit agric»le. Revue Economique Internationale, JsmuaiTy 1936, 
Brussels. 







must be made of another reason of fundamental importance, inherent in the 
modem phase of the practice of agriculture, and that is the widespread and 
gradual process of the specialisation and industnalisation of crops, «iyolv ng 
an increasingly large and sometimes very costly appUcation of the principles o 
agricultural cimis?ry, of agricultural mechanics, of agricultura J^rtificat-n 
and in general, the more scientific organisation and equipment of the farms. 

St' Zd.rni..ti«n of .vstoms of c„ltiv.Uo„. of Ubo„, of tf.. tmn.formn ,00 
and sale of products, and of transport, require more and more abundant capital, 
which by the very fact of its volume and the slowness of its reproduction 
cannot bJ built up by the savings that the farmer who utilises it can set aside 
out of the profits on it. bnt must be supplied by the savinp of the community, 
entrusted to credit institutions and transformed into capita . a i- a 

With the onset of the agricultural crisis, accompanied by an unprecedented 
fall il prices, indebtedness entered upon an acute phase, becoming in certain 

countries quite intolerable. , x. 

To realise the position with some exactitude, it is necessary to bear i 

mind certain factor^ that explain the decline of prices. We will consider, by 
way of example, the typical case of the wheat market, in view of its marked 
infl^nce on prices and on the economic behaviour of the other principal agr - 

cultural products. The following observations are the 

(a) The area under wheat cultivation in the world (not including ttie 
USSR China, Persia, Turkey and Iraq), which had been 80,100,000 hectares 
on the'averagVin the five-year period 1909 to 1913. was 93.200,000 hectares 
“ ZZ 95, 500, 000 in IW. 98 . 8 «o.»»» 

hectLs in 1929. 101,700,000 hectares in 1930, 98,700,000 hectares m 1931. 
100400,000 hectares in 1932, 97.000,000 hectares in "933. 93,8oo.ooo hectares 
in itu and 94,700,000 hectares in 1935, while the production was 828,000 000 
quintai on the average in the five-years period and 925.ooo,ooo quintals^ 
q 8^ 000 000 quintals, 1,069,000,000 quintals, 943,000,000 quintals, 1, ’ ’ 

Sah 1009.000,000 quintals. 1.016,000,000 quintals, 993,000,000 quintals. 

fSntal., and ,.8,oo«.oo« quintals t.spac.ivaly .. th. ya.ts abnv. 

.udicatad, 

flour (expressed in terms of wheat), which had been 184,000.000 quintals in 
the period immediately preceding the war {1909-10 to 1913-14), after reaching 
S, Lo 000 3Sals in 1926-27. 220.000,000 quintals in 1927-28 and 251.000.000 
oiii^tals in 1028-29 fell to 170,000,000 quintals in 1929-30, 223,000,000 quintals 
il 1930-31 217,000,000 quintals in 1931-32, 172,000,000 quintals in 
i49,So,oo; quintals in 1933-34, 140,000,000 quintals in 1934-35 and 138,000,000 

quintals in 1935-36^ with this increase of production and contraction 

of net topom the cawer of wheat at the end of the wheat season rose 
from 68 iSuons quintalT in 1926 (i August) to 85 milUons “ "927,. 104 milhons 
fnToS «8 millLs in 1929, 154 millions in 1930, 171 mrUions in 1931, 178 

1935 and 105 millions in 1936* 


AGRICULTUHAL INBEBTEDNESS 5 ^ 


The fall in the prices of wheat (i) that resulted from the glut on the market 
as well as in those of other principal products, continued alarmingly from 1929 
to 1932, but in 1933 some commodities rallied slightly. 

In the course of prices since the war three principal phases may be ob- 
served (2). 

The first is from 1919 to 1921. Prices in 1919 were already very high. 
In the United vStates, the index-number reached about 200, representing an 
increase of about 100 per cent, in relation to the pre-war period. Between 1919 
and the middle of 1920 there was again a sudden rise of about 40 per cent, 
making a total rise of 140 per cent. But this rise was immediately followed 
by a precipitate fall which, between the middle of 1920 and that of 1921, 
brought the price index down to about 130, representing a level of prices only 
30 per cent, higher than in the pre-war period. 

The second phase is from 1922 to 1929. On the whole, judging parti- 
cularly by the American curve, prices were stead}^ but they rose and fell slightly 
in 1925; this rise and fall was, moreover, much more marked on the British 
curve, in which agricultural products occup)" a more important place. In this 
curve, a revival of prices between 1922 and the beginning of 1925 is clearly 
indicated; after this, there was a slow but prolonged fall until about the end 
of 1929. 

In October 1929 the third phase — that of the pre.seiit crisis-- began. 
The slump that took place on the New York Stock Exchange transformed 
a moderate fall into a veritable collapse of prices. This fall continued, accord- 
ing to the American and British index-numbers of gold y)rices, until 1933. There 
was a sort of hesitation in 1934, followed by a slight rally in 1935* 

As regards wheat, meat and sugar the same explanation is apparent. While 
Europe was engaged in the war, the overseas countries developed their produc- 
tion. Towards 1925, when European production had been restored, there was 


(1) Maiiitolm No. i wheat at WinniiX'g fell from 26.53 gold francs per quintal in the ^x^riod 1927 
to 1929 to 18.01 gold francs in 1930, to 10.76 in 1931. to 9.33 in 1932 and to 8.42 in 1933; thus the 
price in 1933 was 68.3 i>er cent, lower than in the period 1927 to 1929. According to statistics recently 
jTublished by the International Institute of Agriculture it would seem, however, that the world wheat 
situation is improving. The comparison between the requirements of the importing countries ( 1 4 7,000,000 
quintals) and the exportable surplus of the countries that have a i)roduction in excess of their own 
needs, shows that the exportable surplus of wheat <jf the 1935 crop (105,000,000 quintals) only covers 
two thirds of the probable world demand. To make up the deficit, it will be necessary to draw to 
the extent of 42,000,000 quintals upon the exportable stocks carried over from prevdous crops, which 
on I August 1935, that is, at the beginning of the 1935-36 commercial season, amounted to 100,000,000 
ciuintals. At the end of the season, therefore, the stocks of wheat in the world will lie reduced to 
58,000,000 quintals and will only slightly exceed the stocks at the end of the 1926-27 season, which 
amounted to 51,000,000 quintals. The change that has taken place in the world wheat situation will 
be better appreciated if it is recalled that at the end of the 1932-33 season the world stocks amounted 
to rig, 000,000 quintals. 

(2) M. Nooaro: lyCS prix agricoles mondiaux et la crise. Paris, Tibrairie gcnerale de droit et 
ide jurisprudence, 1936. 
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depression on the one hand and that of agriculture on the other hand has, 
in fact, been very striking. 

Another aspect of the problem of agricultural prices on. which much em- 
phasis has rightly been laid is that of the relation between the prices of agri- 
cultural products and the costs of production. After the deflation, in 1920-21, 
the prices of agricultural products fell rapidly while many of the most import- 
ant items of the costs of production, such as taxes, social charges, and interest 
on agricultural loans, were not affected by the deflation. Such items in the 
costs remained more or less fixed. The results of agricultural accountancy 
published for a certain number of countries by the International Institute of 
Agriculture for the years 1927-28 to 1931-32 provide us with very interesting 
details in this connection. They are contained in the table on the preceding page. 

From this table the following observations may be made: 

[а) The social income expressed as a percentage of the farming expenses 
has shown, since 1927-28, a tendency to fall, which has become more marked 
in the last three years, except in Finland and Poland where, in 1931-32, signs 
of revival were noted. The index-numbers of the quantities sold do not show 
the same tendency. In view of the general fall in the prices of agricultural 
products and also of the wages of persons engaged in agriculture, it must be 
concluded that the prices of agricultural requisites and the cost of services 
rendered to agriculture have not varied in the same proportions as the prices 
of agricultural products but have remained steadier. 

(б) The fiscal charges per hectare remained almost constant during the 
years considered, except in Finland and Estonia, where they were reduced in 
1931-32. 

(c) The net return, that is, the return on the capital invested in the 
farm, was declining in all the countries considered during the years 1930-31 
and 1931-32, and in some cases became negative. 

{d) The equitable remuneration of the work of the family also declined, 
both on account of the reduction of daily wages and on account of the reduc- 
tion of the labour employed. 

(e) Where the interest on debts burdening the farm is indicated it may 
be observed that sometimes the income on the farmer’s own capital is also 
negative. This implies not merely that this income is nil, but also that the 
equitable remuneration of the work of the family is reduced, so that the family 
must bear the loss of profit and the resulting injury. 

(/) Except in Poland, where in 1931-32 they slightly decreased, and 
in Switzerland where, in the same year, they increased, the interest on debts 
remained nearly constant during the five-year period considered, from which it 
may be deduced that the farms were not able to relieve themselves of their debts. 

On the other hand, the condition of the peasant farms was aggravated 
by the fact that a furtber reduction in the costs of production was difficult 
to effect, for all the possible economies had already been made. It often hap- 
pened, therefore, that the taxes and the interest on debts remained unpaid and 
that the number of cases of distraint and of the forced sale of agricultural 
properties largely increased. 
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In his letter on the problem of agricultural debts, presented to Congress 
in March 1933, the vSecretary of Agriculture of the United vStates says that 
“ many farmers even among those who have no debt and therefore no interest 
to pay, are nevertheless unable to meet their taxes from this year’s income, 
and can pay them, if at all, only by borrowing money for the purpose, or 
by drawing on other resources. ” (i) 

The disequilibrium in the general financial situation was accentuated by 
the fact of the transfer of large capital sums, without any corresponding return 
in goods or services, for reparations and inter-governmental war debts. These 
transfers, on the one hand, led to an abnormal accumulation of gold in the 
principal creditor countries (the United States and France); they caused, on 
the other hand, a veritable drain of the gold reserves in many debtor countries, 
and these countries, with a view to defending their currencies and preventing 
the fall in the gold prices of their products, were obliged, as is well known, 
to control or to prohibit transactions in foreign bills. 

Account must also be taken of the contraction of international trade, which 
is due to the obstacles of every kind placed in the way of the free circulation 
of goods. The contraction particularly affected the agricultural countries, which 
base their economy largely on the export of foodstuffs and was most marked 
from 1931 onward. 

The value of international trade (imports and exports), in comparison 
with 1929, had fallen by 19 per cent, in 1930, by 42 per cent, in 1931, by 

61 per cent, in 1932, by 65 per cent, in 1933, by 66 per cent, in 1934 

by 65.4 per cent, in 1935. It fell from 68,622,000 gold dollars in 1929 to 
23,550,000 gold dollars in 1935. 

The volume of world trade, expressed as an index-number (1929 == 100) 

was 93 in 1930, 86 in 1931, 74.5 in 1932, 75.5 in 1933, 78.5 in 1934 and 82 

in 1935 (2). 

Now it is obvious that agriculture, which by its nature is less adaptable 
and less capable of resistance, suffered most from the disorganisation and grow- 
ing economic, commercial and financial stagnation; as a result, agricultural 
indebtedness steadily increased. 

The figures relating to indebtedness that we present in the following pages 
for certain countries are in some instances astounding and reveal the ex- 
tremely distressed condition of the rural districts. 

It appears from the available figures that there was a decrease of indebt- 
edness during the war and immediately after the war; this decrease was due 
to the fact that there were fewer applications for loans and that the debtors 
availed themselves of the depreciation of the currency to free themselves from 
the burdens that they had assumed. I^ater, agriculture was particularly affected 


(1) The Farm Debt Problem. I^etter from the Secretary of Agriculture, 73rd Congress, 1st Ses- 
sion. House Document, No. 9. Washington, 1933. 

(2) Review op World Trade, 1935. League of Nations. Geneva, 1936. 
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by the deflation and the stabilisation of the currencies, and indebtedness began 
largely to increase. 

If we study, on the other hand, the structure of the indebtedness, we find 
that the debts that were contracted during the period of high prices weigh heavily, 
by the amortisation instalments and by the rates of interest, on the farm budget; 
that a fairly large part of the debts was incurred for purposes of consumption 
or, at any rate, for non-productive purposes; the farms having been worked 
at a loss, tlie farmers were often compelled to use the money borrowed for 
household expenses. In such cases repayment became very problematical. 

In regard to the rates of interest, a distinction must be made between 
loans contracted in the sphere of organised credit and loans contracted on the 
free market. In the first case, either as a result of the spontaneous initiative 
of the banks or through the intervention of the public authorities, there may 
be noted, in recent years, a mitigation of the rates, which however still remain 
disproportionate to the actual return on the farms, and this contributes to 
aggravating the burden of the debts. In the case of loans contracted on the 
free market, on the contrary, the rate of interest usually remains high and 
is often usurious. This occurs most frequently when there is a scarcity of 
capital in the banks and borrowers are compelled to resort to private individ- 
uals to obtain the funds they require. Debts to private individuals, being 
usually contracted on onerous terms, without the possibilities of control that 
exist in the field of organised credit, are the most disquietening form of in- 
debtedness. 

The co-operative organisations contribute effectively to the struggle against 
usury. With reference to these organisations, attention must be specially drawn 
to the growing tendency on the part of credit institutions to rely upon such organ- 
isations for the distribution of loans. Taking the view that agricultural credit 
supplied through the medium of co-operative societies most surely reaches its 
proper destination, the banks endeavour to collaborate more and more closely 
with such organisations. The number of loans granted through the medium of 
co-opeiative societies is, in fact, everywhere increasing. 

In regard to the rates of interest, it seems essential to establish a better 
balance between the interest that the banks receive from the borrowers and the 
interest that they pay to those who supply them with capital. It frequently 
hapi)ens that the competition between the banks to attract depositors leads to a 
raising of the interest they pay and this, in turn, makes it necessary to increase 
the interest charged to borrowers. Certain Governments have become alarmed 
by this tendency and have fixed maximum rates of interest. 

But whatever may be the general or specific causes of indebtedness, whatever 
may have been the mistakes of the debtors who in the period of prosperity have 
assumed excessive burdens without due consideration, acting as though the tend- 
ency of prices to rise would continue indefinitely* whatever mistakes may have 
been made by the creditors themselves in being at titties too ready to grant loans, 
all are agreed that excessive indebtedness is a common and general evil; it is 
injurious at the same time to the debtors and the creditors and its effects are felt 
by the whole community. It does not, at the present time, occur merely in 
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isolated instances; it is a widespread phenomenon, affecting large numbers of 
persons, and one of its most alarming and depressing effects, as we have already 
noted, is seen in the sales of property by auction; this brings about the collapse 
of the prices of land, causing widespread ruin and disturbance. If we consider 
the consequences, not only economic but psychological and social, of this fact, 
and the costs and sacrifices involved in the sudden replacing of entire classes of 
producers, we shall readily understand the necessity of special measures to deal 
with this distressing situation. 

The cost of the replacements of which we have just spoken cannot, certainly, 
be estimated merely from the material point of view. It must never be forgotten, 
in fact, that the farmer is attached to his land and to his vocation by bonds much 
stronger and more solid than the manufacturer or merchant; that farming is not 
only an occupation for him, but also a traditional mode of living, and that the 
state of mind of the farmer dispos.sessed of his land forcibly or by speculative 
scheming is socially dangerous. A crisis of confidence is thereby brought about. 
The dispossession on a large scale of landowners risks moreover compromising 
irreparably the consolidation (i) of that great movement of agrarian reform which 
since the war has been the central aim of the policy of many countries and has 
remodelled their structure and economic life. 

All that we have said serves to indicate the complexity of the phenomenon 
with which we are dealing, as well as the diversity of its structure and of its im- 
portance according to the special conditions of the different countries. The policy 
of the Governments and the legislation on the subject are inspired by this diversity 
of conditions, but underlying them all there is a common principle — that of 
calling upon the community to participate in the adjustment of a situation the 
origins of which must be sought in the upheaval that occurred after the war in 
the general system of distribution and consumption, the consequences of which 
cannot be borne exclusively by the rural population but must be shared between 
all classes of society; it is the principle of collective responsibility that comes into 
play, a principle which, moreover, has been applied in many different fields in 
recent years, its application being imposed by a sense of equity. 

We cannot here enter into the details of the solutions adopted by different 
Governments for the problem of agricultural debts; the reader will find these 
details in the special part of this study dealing with the different countries. It 
must suffice to note that the States can be roughly grouped, from the point of 
view that concerns us, into three principal classes (2). 

The first class includes those vStates that have taken radical measures aiming 
directly at relieving the farmers from the burden of their debts. The second is 
formed by States that have, it is true, pursued a policy of direct intervention in 
regard to the problem of agricultural debts, but have confined their measures 


(1) Nallo Mazzocchi-Alemanni: I debiti deiragricoltura. Atti della Reale Accadeniia dci Ca:or - 
gofili, 30 June 1932, Florence. 

(2) Giacomo Acerbo: II problema dell’indebitaniento deiragricoltura nei vari pacsi. Nuova Anto- 
logia, 16 March 1933. Rome. 
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within narrower limits, endeavouring to relieve the debtors without, however, 
seriously affecting the interests of the creditors. The third class includes those 
States that have sought to help the debtors mainly by indirect means, or by a 
general policy of strengthening and protecting agricultural economy, but without 
violating the principle of respect for obligations incurred. 

The first type of policy and of legislation prevails in certain countries of 
Central and Eastern Europe. It is characterised by the compulsory conversion 
of the farmers’ debts, a reduction of the rate of interest and sometimes even of 
the capital sum due being imposed by law. 

The second type of policy and of legislation which in certain countries is 
distinct from the first and, in others, is associated with it, takes the form of a 
series of measures providing for the repayment of the loans by instalments over a 
series of years, the suspension of measures of distraint against the debtors, the 
bringing about, through special procedure, of direct arrangements between debtors 
and creditors, the repayment by the State of part of the debts, the imposition 
of minimum prices for the sale of expropriated property, and so on. 

Eastly, the third type of policy and legislation is generally adopted by States 
with a more highly organised economic structure; they endeavour to avoid, as far 
as possible, any intervention of the public authorities to modify compulsorily the 
terms and conditions of the legal obligations arising out of the financing of farms, 
and rather to relieve agriculture from the burden of excessive indebtedness by 
general action to support and improve agricultural economy. 

It is needless to say that the plans for the adjustment of debts have involved 
the Governments in financial operations, often on a large scale. 

To give a faithful account of the situation, we must note that the radical 
measures adopted in certain countries (compulsory reduction of the rate of inter- 
est and of the capital sums due, application of a moratorium) have usually had 
results contrary to what was hoped from them, as they made it impossible for the 
financial institutions to meet their engagements to their depositors and the persons 
who provide them with capital. There resulted a contraction of the operations 
of the credit institutions, which were obliged to refrain from undertaking new 
credit transactions or to restrict such transactions. It is hardly necessary to 
recall that present-day economy is based on credit and, accordingly, that whatever 
is likely to disturb the delicate mechanism by which savings are transformed into 
capital and, as such, flow into productive investments, is to be firmly rejected. 

The fact is that wherever energetic measures have been taken, the persons 
who have been called upon to make sacrifices, and public opinion in general, have 
strongly reacted, and violent disputes have often broken out, rendering neces- 
sary the adoption by the public authorities of new measures in order to calm the 
people. 

»The regrettable results of this form of direct public interference in relations 
arising out of private law, however justified it may have been by the force of 
circumstances, have shown the desirability of having recourse rather to measures 
that respect contractual obligations and protect the distressed debtors without 
too greatly sacrificing the creditors, such as the repayment of the debt by instal- 
ments over a series of years, contribution by the State towards the payment of 
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interest, etc. And, generally speaking, it seems to be preferable to encourage 
voluntary arrangements between debtors and creditors, as has been done in sev- 
eral countries, by means, for example, of the supervised working of indebted 
properties, of the setting up of systems of mediation, conciliation, arbitration, 
arrangements with creditors, etc. 

The formation of special institutions for supplying credit based on the security 
of movable property has also been contemplated. The aim of these institutions 
would be to eliminate or to attenuate the very dangerous material and social 
effects of the sale of lands by auction at disastrou.sly low prices and of the hateful 
speculations which result. 

Turning again to the question of rates of interest, it would seem to be neces- 
sary to aim, as far as possible, at reducing the cost of money, in order to meet the 
new situation brought about by the crisis. There exists, no doubt, great disparity 
between the conditions in the different countries in this respect, and difficulties 
of very different character have to be overcome in attaining the aim above-men- 
tioned. International financial agreements might usefully be considered with 
a view to lessening the disparity of which we have just spoken. It is certain that 
even in the interior of a country, very different criteria are often adopted in ap- 
plying rates of interest to a single branch of production. It ought not to be 
difficult to ascertain the causes of these differences and perhaps to eliminate them, 
particularly those that give rise to usury. 

It must not be overlooked, moreover, that the legislation for the adjustment 
of agricultural debts, though one of the most highly developed parts of the meas- 
ures taken on behalf of agriculture by the States in recent years, is entirely sporadic 
and, as such, does not usualh^ possess that organic character which in all legis- 
lation is indispensable to ensure that it shall be logical and equitable. It consists 
of temporary and partial expedients which endeavour to regulate in the same wav- 
very different ca.ses and give the impression that the remedy is worse than the 
disease. It is essential, on the contrary, to go to the root of the evil, which is, in 
fact, the insufficiently remunerative level of the prices of products. Every system, 
therefore, calculated to balance these prices seems better to meet the requirements 
of the case. In answer to this it may be said that this solution is more easy to 
propose than to carry out and that in carrying it out there is risk of falling into 
that artificiality that has so often been condemned and that would again bring 
about a precarious situation. Nevertheless we are of opinion that particularly 
by perfecting the methods of distributing and transporting products it would be 
possible to assure to the producers an adetpiate margin of profit. In intermediary 
trade there are still possibilities of taking action for the benefit of the farmers. 

The solution of the problem of agricultural indebtedness by the raising 
of prices has been effectively supported by the vSwiss Peasants’ Secretariate. 
After a careful .study of the conditions of Switzerland, the Secretariate has asserted 
that to judge of the question of indebtedness in its entirety it is indispensable 
to compare the effects of a reduction of the debts — or, which comes to the 
same thing, of the interest-— with the effects of measures taken with a view 
to raising prices, or, in other words, of enlarging the margin between the costs 
of production and the gross return. It appears from a grouping of account- 
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ancy results by classes of indebtedness carried out by the Secretariate that, 
taking the average for all farms, a total rise of 5 per cent, in the general 
level of prices, that is, a rise of i centime per kilogramme of milk, of 6 cent- 
imes per kilogramme live weight for slaughter cattle, and of 7 centimes for 
pigs, would, of itself, improve the situation more than if the rate of interest 
remaining the same as it now is, the farmer whose indebtedness amounted on 
the average to 4,000 francs per hectare, were relieved of the payment of inter- 
est on 1,000 francs per hectare. For small farms, moreover, it is noted that 
it is even only when the indebtedness exceeds 7,000 francs that a reduction 
of 25 per cent, in the rate of interest would give more efficacious relief than a 
rise in prices of 5 per cent. On the other hand, in the case of large properties 
this is possible even when the indebtedness is between 2,000 and 3,000 francs. 
Thus a general reduction of interest in the proportion of 25 or even 50 per cent, 
would, above all, be in favour of the large estates. 

The Swiss Peasants’ Secretariate arrives at the conclusion that the removal 
of indebtedness cannot help agriculture, considered as a whole, if the relation 
between the cost of all the means of production and the prices of agricultural 
products is not, at the same time, improved. 

The idea that has just been put forward is shared by the Governments 
of many of the countries that have suffered most from indebtedness and that 
have rightly endeavoured, as we shall see in the second chapter of this study, 
to carry out programmes for the general adjustment of the national agricul- 
tural economy. Thus, for example, in Romania, a typical country in respect 
of the difficulties caused by indebtedness, it has been recognised “ that with 
a better organisation of production, agriculture would have been able to dis- 
pense with the intervention cf the State, thus avoiding the experience of excep- 
tional legislation and that this policy of the relief of indebtedness will be more 
strongly supported by effective organisation and the improvement of agricul- 
tural technique. ” In the same way, in Yugoslavia, the Minister of Agricul- 
ture declared recently that the total . remission of debts would not be in the 
interest of the farmers themselves; that what is essential is to raise the prices 
of agricultural products, which would enable them to pay their debts and to 
live a less hard life, and that if their debts were entirely remitted it would 
destroy what little credit the peasants .still possess. 

The fact that in 1935 and in 1936 agricultural prices, in a certain num- 
ber of countries, showed a tendency to rise, does not relieve the anxiety aroused 
by the heavy indebtedness of the rural classes, for there is no means of de- 
termining with precision for the moment (i) the extent to which the general 
improvement of agricultural prices, slight as it is, is due to natural causes 
or how far it is the revSult of artificial stimulants, such as subsidies, protective 
tariffs and re.strictions on production. In the majority of countries the im- 
mense disparity that existed at the height of the crisis between the prices of 


(i) International Labour Conference. Twentieth Session. Geneva, 1936. Report of the 
Director. Cieneva, International Labour OfiSce, 1936, 
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agricultural products and those of manufactured goods has not yet disappeared. 
It is true that considerable progress has been made in this direction, but it 
is to be noted that the farmer, by reason of the difficulty that he experien- 
ces in reducing his production in order to adapt it to the contraction of the 
market, usually remains at a serious disadvantage, in spite of all the excep- 
tional measures that have been taken to protect, to support and to aid him. 
It would seem that we are still far from having restored to agricultural produc- 
tion the benefit of prices sufficiently high to assure the prosperity of the rural 
population. 

Moreover, a glance at the following pages, which deal with the special 
situation of the different countries in respect of their indebtedness, will suffice 
to show that the adjustment of this situation requires a concerted and system- 
atic effort on the part of the Governments and of the farmers themselves 
with the object of obtaining concrete and durable results capable of gradually 
eliminating a factor in the financial situation of agriculture that is particu- 
larly serious because it retards the progress of agriculture thereby causing great 
injury to the community. 


II. — AGRICUhTURAh DEBTS AND THEIR ADJUSTMENT. 

Statistics of agricultural indebtedness either do not exist at all — and 
this is most frequently the case — or are incomplete or defective. In certain 
countries special inquiries have been undertaken on the subject of agricultural 
indebtedness. In other countries, little has been done, as a rule, beyond mak- 
ing estimates on the basis of conjectures and indirect indications. It is certain, 
on the other hand, that the compilation of statistics of agricultural debts that 
would enable comparisons to be made between the different countries would 
be of the highest interest. We must not, however, overlook the difficulties 
of method and other practical difficulties that stand in the way of such an 
undertaking. It must not be forgotten that while for part of the debts (mort- 
gage debts) there exist sources from which statistics can readily be compiled, 
this is not true even for debts contracted with banks in the form of bills, 
whilst it is almost impossible to obtain statistics of debts on note of hand 
contracted with individuals. 

In any case, if such statistics were compiled, they would only be useful 
if they were specialised and local; aggregate and general studies would not 
be satisfactory; moreover, to form a precise idea of the burden of debts and 
to make comparisons, it is not sufficient to compile statistics of indebtedness 
in terms of capital, but it is essential to know the importance of the indebt- 
edness in relation to the return from the farms. It is, in fact, notorious 
that these two factors hardly ever are in proportional relations with one ano- 
ther; least of all in periods of crisis and monetary disturbance. 

Consequently, in view of the present inadequacy of the statistics of agri- 
cultural debts, we can only, in the present study, put forward such figures 
as we have been able to collect regarding the different countries, and though 


i6 E 


AGRICULTURAL INDEBTEDNESS 


we have taken every precaution, we cannot, however, take full responsibility 
for the accuracy of these figures. Nevertheless, we consider that they sufficiently 
.represent the financial situation of the farmers (i). 


A. — Countries of Central and Western Europe. 

Germany. 

The indebtedness of agriculture is systematically studied by the Institute 
for the Study of Economic Fluctuations (Institut fiir Konjunkturforschung). On 
the basis of the figures resulting from these studies the following table has 
been drawn up (2): — 


Kinds of credit j 

At the end of the year 

1928 

1929 

I 93 ‘> 

1 

1931 

i 932 

Indebtedness that can be calculated: 
Credit on the security of real property 

Medium-term credit 

Short-term credit 

Total . . . 

Indebtedness that cannot be precivSely 
calculated 

Total indebtedness 

3. ^^23 

318 

2,890 

Millie 

4.117 

360 

2,865 

)ns of reichsr 

4.350 

297 

3.133 

narks 

4.485 

257 

3.173 

4.351 

237 

2,987 

6,831 

7,342 

7.780 

7.915 

7.575 

4,000 

4,050 

3,850 

3,850 

3.850 

10,831 

11,392 

11,630 

11.765 

11.425 


According to further studies made by the same Institute, the aggregate 
indebtedness of German agriculture amounted, on i July 1933, to 11,800,000,000 
reichsmarks; on i July 1934 to 11,600,000,000 reichsmarks, on i July 1935 to 
11,300,000,000-11,400,000,000 and on T July 1936 to 11,000,000,000 reichsmarks, 
whence it appears that the situation has steadily improved. 

The annual interest charge on the total debts declined in 1933-34, as com- 
pared with 1932-33 by more than 10 per cent.; more than half this decline 
was in respect of debts on personal security. A further decrease, also of 10 


(1) On the methodology of statistics of agricultural indebtedness see, amongst others, the follow- 
ing publications: J. Piekalkiewicz: Statistique du credit hypoth^caire. Report presented to the 
2 1 St Session of the International Institute of Statistics, Mexico, 1933. I<a Haye, 1933. — R. Freund: 
National Statistics on Farmers’ Indebtedness. The United States Census and a New Swedish Inquiry. 
Monthly Bulletin of Agricultural Economics and Sociology, No. 10, October 1936. Rome, International 
Institute of Agriculture. — Nallo Mazzocchi-Alemanni: I debiti deiragricoltura. Atti della Reale 
Accademia dei Georgofili, 30 June 1932, Florence. 

(2) Wochenbericht des Instituts fur Konjunkturforschung, No. 27. Berlin, 4 October 1933. 
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per cent., occurred'in the year 1934-35, as compared with the preceding year. 
This difference must be attributed to the improvement in the general economic 
condition of Germany, which enables the farmers to set about the repayment 
of their debts, as well as to the effects of the measures for the relief of indebt- 
edness, of the Osthilje and of the law for the adjustment of debts, and also 
to the considerable reduction of the rate of interest on mortgage debts. In 
comparison with the maximum level recorded in the year 1931-32 (1,000,000,000 
reithsmarks) the interest charge was reduced by more than a third. It has 
been estimated, for the year 1934-35, at 650,000,000 RM. 

To obtain an idea of the relation between the indebtedness and the re- 
turn of agriculture, it is useful to consult the following statement, whence may 
be seen the movement of the interest charge and of the receipts from the 
sale of products, as well as the relation between these two factors. In 1931-32, 
which was the most unfavourable year, the interest charge absorbed 13.6 
per cent, of the receipt from sales. In 1933-34 this percentage was less 
than 10 per cent., a decrease of 27 per cent, in comparison with the 
percentage in the year 1931-32 (i). A further and remarkable decline 
took place in 1934-35. 


Economic year 


j 

Interest 

Receipts 

charge 

from sales 


Interest charge 
as percentage 
of receipts 
from sales 


Millions of reichsmarks 


i 


1925- 26 

1926- 27 

1927- 28 

1928- 29 

1929- 30 
1 930 ‘ 3 J 

1931- 32 

1932- 33 

1933- 34 

1934- 35 


(1) Estimate on the ba.sis 


of the 


■ 610 

1 8, 1 00 


i l> 3 i> 

1 8,300 


j 790 

9.300 


920 

I 10,200 


950 

! 9,800 

. . . 1 

950 j 

8,600 


1,010 

7,400 


850 

6,400 


(1) 730 

(2) 7,500 


610 

8,300 

Wochefiluricht cited. — (2) I'rovisioiial figtire. 


7-5 

7.6 
8.5 
9.0 
9-7 

II.O 

13.6 

133 

9.7 
7-3 


The general index of the prices of agricultural products placed on sale was 
about 20 per cent, higher in I934'35 than the level of 1932-33. Side by side 
with this upward movement of prices, the increase dn the volume of sales appre- 
ciably added to (2) the receipts from the sales of agricultural products. In 


(1) Publication cited, Xo. 22-23, 5 Jnn« >935. and 43, 25 January 1923. 

(2) The World agricultural Situation in 1934-35. Economic Commentary on the Interna- 
tional Yearbook of Agricultural Statistics, 1934 - 35 . International Institute of Agriculture, Rome, 1936 
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fact, during the economic year 1934-35, the cash receipts of agriculture from the 
sale of products amounted, according to the provisional estimate of the Institut 
fur Konjunkturforschung, to about 8,200,000,000 RM., being about 10 per cent, 
higher than those of i933-‘34 and about 30 per cent, higher than those of 1932- 

1933. 

The excess of the receipts from sales over the farming expenses was, according 
to provisional estimates, about 3,000,000,000 RM. in 1934-35, as compared with 
2,500,000,000 RM. and 1,500,000,000 RM. in the two preceding years and 
approximately 3,000,000,000 RM. in 1928-29. 

As regards more particularly the present state and structure of indebtedness, 
a recent enquiry carried out by the Deutsche Rentenhank-Kreditanstalt (i) furnishes 
important information. The inquiry extends to the whole of Germany and em- 
braces farms of all sizes beginning with those containing between 2 and 7.5 hectares 
of cultivated area. The indebtedness conditions of 12,053 farms were studied, 
as compared with between 4,000 and 5,000 in previous years. 

In view of the importance of the Erhhdje (2) in German agricultural economy 
and of the haw of 20 June 1936 on the relief of the indebtedness of this class of 
rural property, the enquiry in question devoted special attention to the problem 
of credit for the Erhhbfe and for the relief of their indebtedness. Instead of classi- 
fying the properties according to size, as in the past, the enquiry took the Erhhof 
as basis, drawing a line of demarcation between the properties of larger area (over 
125 hectares) and those of smaller area (under 7.50 hectares). According to the 
statistics obtained regarding indebtedness and the amount of interest payable 
for farms in general, it has been possible to ascertain that the decrease of the 
indebtedness for the year 1934-35 has been taking place mainly in the farms of 
larger area than that of the Erhhdje, Besides the Osthilfe, another factor has 
contributed to this improvement, namely, the greater dependence on the markets 
of these farms which have been favourably influenced by the I^aw on the regulation 
of markets. 

The following figures, extracted from the report of the enquiry, will give an 
idea of the decrease of agricultural indebtedness in regard to the Erhhbfe and to 
agricultural properties in general. 


(1) Die Kreditlage der deut.schen Landwirtschaft im Wirtschaftsjahr 1934-35. Deutsche 
Rentenhank-Kreditanstalt. Verlag fiir Sozialpolitik, Wirtschaft und Statistik, Berlin, 1936. 

(2) By Erbhof, as detined in the lyuw of 29 September on hereditary peasant property, is 
understood any fanii or forestry undertaking of an area which cannot be smaller than the area 
required to supply the needs of the owner and of his family {Ackernahrung), generally of a 
minimum of 7 ^2 hectares and of a maximum of 125 hectares of land exploited as a unit. It must 
form the property of a person who has the requisite qualities for operating a farm {bauernfdhige 
Person) and otfering the guarantees of origin and character required by the legislation on the 
Erbhof e\ such persons alone have henceforward in Germany the right to call themselves Bauern. 
Farms that are always let cannot be declared hereditary peasant property. According to the 
Law the Erhhof cannot, in principle, be charged, nor alienated, nor be made the subject of 
any executive action. 
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The average indebtedness of all the farms amounted, on i July 1935, to 650 
RM. per hectare, including the income charges and the reserve fund for the main- 
tenance for life of relatives who have reached a certain age. 

In vSouth-west and North-west Germany the average indebtedness per hectare 
of the Erbhdfe is below this average (468 to 552 RM.), whilst in Central and East 
Germany the average is not much greater (702 and 737 RM. per hectare). In 
East Germany the indebtedness of agricultural properties in general is smaller 
by 112 RM. per hectare than that of the Erbhdfe; in Central Germany, agricultural 
properties in general show an indebtedness larger by 50 RM. than that of the 
Erbhdfe. In relation to the taxable value per unit of area, the indebtedness 
of agriculture is highest in the East, amounting to 80 per cent, for the Erbhdfe 
and to 69 per cent, for agricultural properties in general. In the other regions 
the indebtedness varies from 34 to 45 per cent, of the taxable value per unit of 
area, without any appreciable difference between the Erbhdfe and the other pro- 
perties. On the other hand, in the East the somewhat unfavourable conditions 
of agriculture are shown by the distribution of the indebtedness: while in the rest 
of Germany indebtedness exceeding 60 per cent, of the taxable value per unit 
of area was found in 16.50 per cent of all the farms (Erbhdfe and others), in the 
east, on the contrary, 33 per cent of the agricultural properties in general and 30 
per cent, of the Erbhdfe exceeded this limit; and even 41 per cent, of the Erbhdfe 
were indebted to the extent of more than 100 per cent, of the taxable value. 

To sum up, it may be said that, in general, the indebtedness of the Erbhdfe 
is on the average slightly lower {6.25 per cent.) than the indebtedness of agri- 
cultural properties in general; on the other hand, in the East it is higher (18 per 
cent.). As we have already said, in this part of Germany, the influence of the 
measures for the regulation of the markets has been more strongly felt by the 
large properties than by the Erbhdfe. 

Numerous measures have been taken with a view to relieving the indebtedness 
of agriciilture. As early as 1929, a law, dated 18 May of that year, on economic 
aid to be given to East Prussia contemplated, amongst other measures, the con- 
version of debts, but this provision was later embraced within the general action 
taken in aid of the Eastern part of the country (Osthilfe). In fact, the Eaw of 31 
March 1931 (Osthilfegesetz) contemplated, in addition to other measures of as- 
sistance to the distressed districts of the Eastern region, the extension to the relief 
of agricultural indebtedness of the general plan for the conversion of debts and 
its application to all the territory to the East of the PJbe, excluding Sleswig-Hol- 
stein. This law was completed in the course of 1931 and 1932, by numerous legis- 
lative measures rendered necessary by the aggravation of the crisis. In the 
measures for the relief of indebtedness contemplated by the Osthilfe the floating 
debts of a needy farmer who deserved to benefit by the measures of assistance 
were replaced by a special loan granted by the Bank for German Industrial Secur- 
ities (Bank fiir deutsche Industrieobligationen). The necessary resources for the 
relief of indebtedness contemplated by the Osthilfe, amounting to a total of 
600,000,000 RM., were drawn to a large extent from a fund formed by levies im- 
posed on industry (Aufbringungsutnlage). The Reich guarantees up to 25 per 
cent, of the loan granted under the conditions indicated, in the event of the non- 
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payment of the mortgage loans created in relieving the indebtedness. In the au- 
tumn of 1931, the agricultural depression of Eastern Germany became accentuated 
to such an extent that it was necessary, by effective measures, not only to ensure 
the carrying out of the measures for the relief of indebtedness, but also to safe- 
guard the crop of 1932. The Order of 17 November 1931 (Sicherungsverordfiung) 
set up in favour of agricultural debtors a protection against distraint by creditors, 
and contemplated further the possibility of a compulsory reduction of the capital 
sums due to the creditors. The opening of sUch proceedings, which might be 
applied for up to 31 December 1931, had the effect of rendering it inadmissible 
to levy distress on the farmer in respect of claims for the repayment of capital 
or to require the handing over of implements or other equipment or the products 
of lands forming part of the farm. The protection in question extends to all the 
property of the debtor. The proceedings for protection are applicable to all 
creditors, whether they have supplied personal credit or credit on the security of 
real property, who, at the moment of the opening of the proceedings, have a claim 
on the possessions of the debtor. In all proceedings for the relief of indebtedness, 
efforts must first of all be made to arrive at a voluntary arrangement between 
the farmer and his creditors. If such an arrangement is not possible, a plan of 
relief is drawn up which involves the compulsory concession of delays in pay- 
ment, the remission of arrears of interest, the reduction of rates of interest and 
even the compulsory reduction of the principal by not more than 50 per cent. 

The distressed condition of agriculttire spread beyond the Eastern region. 
Several special measures, such as the Orders of 8 December 1931 and of 27 vSep- 
teniber 1932 on the reduction of interest, the measures preventing distraint, as 
well as the Order of 27 September 1932 regarding the procedure for agricultural 
mediation, did not succeed in preventing the forced sale of a constantly increas- 
ing number of farms. 

The National-socialist Government, on coming to power at the beginning 
of 1933 realised at once the urgency of proceeding to the radical readjustment 
of agricultural economy and adopted for this purpose measures of fundamental 
importance. In order to allow an immediate respite to the farmers in difficul- 
ties, a large measure of protection against distraint was introduced by the 
Order of 14 February 1933. But it was a law dated i June 1933 {Schuldre- 
gelungsgesctz) (i) which provided in an organic fashion for the settlement of 
agricultural debts. 

This law gives to every owner of a farm, forestry undertaking or market- 
garden, who cannot free himself from Ids debts by his own means, the possibility 
of applying to the competent court {Entschuldungsamt) to initiate proceedings 
for the relief of indebtedness. In these proceedings the bases must be laid 
down for a gradual reduction of the indebtedness until it comes within the 
limits of the guarantee required for the protection of the property of minors 
{Mundelsicherheitsgrenze), that is to say, two-thirds of the value of the property. 


(i) ReichsgesazbUUt, Part I, No. 6i (3 June 1933). “ Textes l^gisla tils" published by the Inter- 

national Institute of Agriculture, 1933 series. No. 13. 
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If there is no reason for rejecting the application, the court opens the pro- 
ceedings for the relief of indebtedness and names the office that will be charged 
with carrying it out (Entschuldungsstelle). As such may be named a State credit 
institution or other public institution or institution subject to the supervision 
of the State. 

The relief of indebtedness may be carried out: 

(a) by the adjustment or redemption of the debts; 

(b) by a transfer of land; 

(c) by combining adjustment with redemption and transfer. 

If the office charged with the relief of indebtedness considers that it can 
be carried out, it will draw up a plan of relief and submit it to the court 
for ratification. On the other hand, if it is of opinion that the relief of indebt- 
edness can only be carried out by means of a compulsory agreement, it will 
ask the court, with the consent of the indebted farmer, to authorise it to con- 
clude the agreement with the majority of the creditors. 

The regulation of the debts consists mainly in the reduction of the interest 
to a rate of 4 ^ per cent., and in the transformation of the credits into conver- 
sion credits that cannot be called in. Whenever it is possible, the relief of 
indebtedness must be carried out without having recourse to judicial arrange- 
ment. When recourse is had to proceedings for a judicial arrangement, it 
is possible to reduce to 50 per cent, all the credits that do not offer the guarant- 
ees required for the investment of trust funds. The transfer of land forming 
part of the property to be adjusted must be carried out at prices correspond- 
ing to the conditions of average profitableness. Properties which have been 
relieved of indebtedness under the terms of this law are subjected, also in the 
future, to special legal restrictions. They may only be burdened with debts 
on real security within the limits of the guarantees required for the investment 
of trust funds. The value of the property in excess of this security is burdened 
by a fictitious mortgage in favour of the Deutsche Rentenhank-Kreditanstalt. 
The owner of the farm cannot contract new debts on the security of this margin 
without the authorisation of this bank, whence it results in practice that the 
bank retains control over the farm. 

The application of the measures regarding adjustment proceedings, parti- 
cularly those making it possible to reduce debts on first mortgage in so far 
as they exceed the limit of the guarantee required for the investment of trust 
funds, necessitated also certain measures for the protection of mortgage credit 
institutions. The law consequently lays down that the Reich shall deliver 
credit certificates bearing interest at 4 % per cent, to the mortgage credit institu- 
tions which have issued bonds guaranteed by agricultural mortages, by mortgage 
debts, by debts contracted for the payment of charges on real property, and that 
the same must be done in favour of institutions charged with compulsory State 
insurance, to the extent to which their financial cover is injured by the measures 
for the relief of indebtedness. 

A lasting adjustment of about 625,000 Erhhofe subject, according to a pro- 
visional estimate, to the new German law on succession {Reichserhhofgesetz) 
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of 29 September 1933 (i) and comprising a total area of nearly 14,250,000 
hectares, is assured by the prohibition of placing charges on the Erbhdfe, That 
is to say that charges can only be placed on an Erbhof for important reasons and 
with the approval of the succession court {Anerbengericht) . 

The same law further prohibits imposing new debts on the Erbhdfe in case 
of inheritance. In the succession, the Erbhof passes undivided to one person 
(the heir). The law recognises to the descendants of the farmer testator who 
do not share in the inheritance, as well as to the widow of the testator, the right 
to recover in kind or in cash what they require for their establishment and 
maintenance. The charges burdening the succession (including the mortgage 
debts and the debts contracted for the payment of charges on the property, 
but not including other charges such as supply of food and lodging by the heir 
to the occupier who preceded him, usufruct, charges arising out of the relief 
of indebtedness and so on) must be met as far as possible out of the fortune 
other than the landed property. 

In consequence of these restrictions, no new indebtedness can be formed as 
a result of the succession that the Erbhof cannot support. In cases where other 
property is included in the inheritance besides the Erbhof, account will be taken 
of such property in order to reduce the charges on the Erbhof. 

Proceedings for the relief of indebtedness relating to farms of a taxable 
value per unit of area (Einheitswert) lower than 10,000 RM. (small farms) and to 
leased farms are regulated in a special manner for the reason that there exist, 
in both cases, special conditions. 

But, apart from all these measures of agricultural adjustment, the reduction 
of debts will follow as a natural consequence of the agricultural policy of the new 
Government of the Reich, which has, amongst other aims, that of raising to a 
remunerative level the prices of agricultural products which, in part, had 
remained appreciably below’ the cost of production. 


Belgium. 

For Belgium two sources of information regarding statistics of farmers' 
indebtedne.ss are available: 

(1) The out. standing sums due by borrowers to the comptoirs agricoles 
(semi-official credit institutions); 

(2) The outstanding sums due by borrowers to the Raffeisen banks. 
By w^ay of indication we give on the opposite page a statement of these 

outstanding sums at the end of each year from 1929 to 1934 (in Belgian francs). 

It need hardly be said that these figures only give a fragmentary indication 
of the indebtedness of Belgian agriculture. It is absolutely impossible to say 


(i) Reichsgesetzblatt, Part I, p. 685. — I. Order for Carrying out the Law, 19 October 1933. 
Ibid., p. 749. — II. Order for Carrying out the Law, 19 December 1933. lbid.,p. 1096. — HI. Order 
for Carrying out the Law, 27 April 1934. Ibid., p, 349, 
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Comptbirs 

agricoles 

Raiffeisen 

banks 

Total 

1929 ...... 

181,060,819 

361,430,392 

542,491,211 

1930 

218,516,306 

351,728,042 

570.244,348 

1931 

275,218,194 

334.584,465 

609,802,659 

1932 

331 .748.319 

301,715.370 

633.463.689 

1933 

362,250,237 

273.417.506 

635.667,743 

1934 

382,313.454 

240.714.075 

623,027,529 


what fraction of the total the sums indicated represent. In fact, many loans 
are granted by private persons through the medium of a notary, and no stat- 
istics exist from which it would be possible to estimate the percentage of 
the total mortgage debts in any year that may be regarded as agricultural 
debts. 

As regards the measures taken to facilitate the repayment of debts, the 
following measures, taken in consequence of the crisis, may be mentioned; 

(1) The mortgage moratorium, set up by the Law of 27 July 1934. 
This law authorises the mortgage debtor, who is distressed but is acting in 
good faith, to ask for conditions and postponements, provided that his loan 
agreement was made prior to i July 1934. 

(2) The Decree-I^aw of 22 August 1934. modifying the legal provisions 
regarding registration, mortgages, stamps and fees and similar matters. Under 
the terms of this decree it is possible to make a transfer of credit without 
expenses; this measure indirectly facilitates the reduction of interest. 

(3) Decree-Law No. 7, of 22 August 1934, regarding the anticipated 
repayment of money loans; every money loan bearing interest, granted before 
the decree came into force, whatever may be the security promised or furnished , 
can, up to I July 1936, notwithstanding any agreement to the contrary, be 
repaid by the debtor before the date of repayment agreed upon. 

(4) Decree-Law No. 74, of 28 January 1935, regarding the reduction 
of interest on mortgage credits and privileged credits. This Decree lays do\\'n 
a maximum rate of interest of 6 per cent, to which existing rates must be 
reduced. 

The measures are generally applicable and were not taken solely on behalf 
of agriculture. 

The farmers have been able to take advantage of these measures but as a 
general rule it cannot be said that their indebtedness was of such a nature 
as to render Government intervention necessary to relieve a critical situa- 
tion (i). 


(i) From a communication received from the Central Rural Credit Bank of the Boerenhond beige. 
houvain, 1936. 
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France. 


According to estimates made by the National Agricultural Credit Bank (i), 
French agricultural indebtedness amounted in September 1936 to 9,500,000,000 
francs. It could be classified as follows: 

Francs 


Loans granted by official agricultural credit institutions . 

Loans granted by the Credit foncier 

Agricultural loans granted by the Bank of France . . . 
Private mortgage debts or loans obtained through a notary 

on mortgage security 

Loans granted by the Durand rural banks 


3.500.000. 000 

2.000. 000.000 
500,000,000 

3.000. 000.000 
500,000,000 


Total . . . 9,500,000,000 


The amount of the usurious loans, which it is impossible to determine 
even approximately, is not included in this total. In like manner, the mortgage 
loans granted by insurance companies or private companies cannot be estimated. 

However, speaking generally, French agricultural indebtedness is not heavy. 
In particular, the amount of the agricultural debts, in relation to the value of 
rural property, is relatively small. In fact, the capital value of the land and 
buildings (not including the working capital: implements, live stock, etc.) has 
been estimated by one expert at 170,000,000,000 francs and by another at 
210,000,000,000 francs. Thus, even if the known part of the French agricultural 
debt only amounted to 50 per cent, of the total debt, the indebtedness would 
be less than 10 per cent, of the value of rural property. 

As to the measures taken to reduce agricultural indebtedness they consist 
mainly in the granting of postponement of repayment to the various classes 
of debtors. 

The Decree Law of 28 September 1935 regarding loans granted by mutual 
agricultural credit societies extended from 10 to 15 years the period for the 
repayment of medium-term loans and modified the legislation regarding individua 
long-term loans granted with a view to facilitating the acquisition of small 
rural holdings or, in certain special cases, to military pensioners, to former 
pupils of agricultural schools, etc. For these loans, the maximum period of 
repayment was extended from 25 to 30 years; on the other hand, the age o 
the borrower at the date of the payment of the last instalment, originally 
fixed at 65 years, was extended to 70 years. 

Subsequently the Law of 24 March 1936 completed these first measures 
by prolonging from 25 to 30 years the period for the repayment of collective 
long-term loans and reducing the rates of interest and the fees payable at the 
time of modifying the loan agreements in order to facilitate postponement of 
repayment. 


(I) I.OUIS Tardy, Dkector-General of the National Agricultural Credit Bank (Paris): Report 
already dted. 
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Lastly, the Law of 25 March 1936 made it possible to grant postponement 
of repayment to debtors who were distressed but were acting in good faith. 
This law applies to all debtors, whether farmers or not, but it is a useful 
supplement to the preceding legislation, which only applied to the special 
class of agricultural borrowers. 

It will be seen, therefore, that in France it has not been necessary to 
take exceptional measures in respect of agricultural indebtedness. The majority 
of French farmers, moreover, easily succeed in overcoming the difficulties that 
they encounter in the exercise of their vocation because they are usually, 
as is well known, small owners farming their holdings with the help of their 
families and because their costs of production are relatively low. On the other 
hand the mutual and co-operative agricultural organisations, notably the Na- 
tional Agricultural Credit Bank, afford them a particularly valuable aid in crit- 
ical circumstances by enabling them to sell their products to better advantage and 
by placing at their disposal the credit they require for the needs of their farms. 

Italy, 

No very precise information is available regarding agricultural indebtedness 
in Italy, both because it is not possible to obtain statistics for a large number 
of debts contracted by farmers with private individuals, and because it is very 
difficult to separate, in mortgage credit and in credit for working expenses ob- 
tained from ordinary credit institutions, the debts that have been incurred for 
strictly agricultural purposes from the debts that the rural owners have incurred 
for other purposes. 

However, relying on information sufficiently verified, we may say that in 
1933 the indebtedness of Italian agriculture amounted to between 9,000,000,000 
and 10,000,000,000 liras, of which about half was in respect of long-term loans 
and the other half in respect of medium-term and short-term loans. In the 
sum stated are included the large amounts of debts which, though not contracted 
for strictly agricultural purposes, weigh heavily on agriculture. 

This aggregate estimate of indebtedness must be placed in relation with the 
figures indicating the value of Italian agricultural production in the national 
economy as a whole. Now the gross production of the land, calculated before 
the war at 8,000,000,000 gold liras, may be estimated as between 25,000,000,000 
and 30,000,000,000 liras in 1933, while the return from the land properly so called, 
on which the debt-charge specially [weighs, might be estimated at about 

5.000. 000.000 liras, as compared with a total value of landed property of be- 
tween 80,000,000,000 and 100,000,000,000 liras. The relation between these 
figures and the figures representing the indebtedness of the farmers is not, there- 
fore, particularly unfavourable. 

It must further be observed that agricultural debts in Italy cannot all be 
considered as onerous, for from the total amount must be deducted about 

3.000. 000.000 liras of which the conditions of repayment have been lightened. 

A characteristic of agricultural indebtedness in Italy is its unequal distrib- 
ution throughout the different parts of the country; it is, in fact, a fairly heavy 
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burden on the provinces in which cultivation is intensive and industrialised, while 
in other provinces it is not out of proportion to their productive capacity and 
in yet others it is almost negligible. 

An important cause of indebtedness lies in the very progress of agriculture, 
that is to say, in the charges, often very heavy, that many farmers have volun- 
tarily assumed in order to carry out on their farms all the agricultural and land 
improvements contemplated by the new Italian agricultural policy, of which 
the wheat campaign and comprehensive land improvement represent the 
two main aspects. 

The Italian Government, instead of having recourse to extreme measures 
to combat the most serious effects of indebtedness, has taken measures, some 
general and others special, with a view to the adjustment of the national agricul- 
tural economy (i). 

Amongst the measures more directly concerning the subject of the present 
study may be mentioned the Royal Decree-Law of 24 July 1930* No. 1132, 
by which the extinction of onerous agricultural debts is facilitated. It provides 
for the repayment over a period of 25 years of short-term loans contracted by 
farmers at times when the high prices of products gave rise to the expectation 
of large profits, so that recourse was freely had to credit. 

Of the payments in respect of debts so transformed, the State undertakes 
to pay a part of the repayment instalments, to the extent of 2 % per cent. 
Moreover, the Decree has provided that the farmer shall not have to bear, in any 
case, for operations of this kind, a higher charge than 7 ^ per cent, for interest 
and amortisation. 

Another Royal Decree-Law of 15 May 1931, No. 632, gave to the farmers 
who are in arrears with their payments, the possibility of repaying in five annual 
instalments the loans for working capital obtained from agricultural banks and 
outstanding on 15 April 1931. In respect of these loans also the State has 
granted a contribution towards the payment of interest. 

This same measure authorised the Ministry of Agriculture to grant a contri- 
bution not exceeding 3 % per cent, per annum for 25 years on behalf of farmers 
or of organisations after having assured itself of the special needs and of the ex- 
ceptional and particular merits acquired by scientific farming and by contri- 
butions to the progress of agriculture, as well as of the importance that the 
continuance of their efforts presented for the interest of the general economy of 
the country. 

The measures adopted to lighten the burden of mortgage loans must be added. 
We limit ourselves to noting the two Decrees of 18 September 1934, Nos. 1,463 
and 1,464. 

The first of these Decrees prescribed that the institutions carrying on mort- 
gage credit business and the National Consortium of Agricultural Improvement 
Credit must cancel the bonds at a higher rate of interest than 4 per cent, issued 
in respect of loans on the security of rural or urban property and replace them 


(i) G. Nicotra: Crise agricole et credit agricole. Article dlready cited. 
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by bonds bearing interest at 4 per cent, and utilise the saving thus effected 
in favour of the borrowers. The bearers of land bonds to be cancelled who did 
not accept the conversion, could obtain the repayment of the nominal capital. 
To form an idea of the advantages that the farmers have derived from this 
measure, it is sufficient to consider that the total amount of the mortgage loans 
granted in the form of bonds bearing intere.st at a higher rate than 4 per cent, 
was, at the time, about 4,000,000,000 liras, of which about half represent loans 
on the security of rural property. 

As regards loans that are not represented by bonds, it was prescribed by 
the second Decree that the faculty granted to the debtor by Article 1,832 of 
the Italian Civil Code of repaying the sum bearing an interest higher than the 
legal rate, could alw^ays be exercised by him, even only two years after the agree- 
ment, and this faculty was extended to agreements providing for the repayment 
by annual instalments of the sums borrowed. 


Switzerland. 

The Swiss Peasants’ Secretariate was instructed, some years ago, to make 
a study of the indebtedness of agriculture in vSwitzerland and to formulate pro 
posals regarding the method of assisting excessively indebted farmers. We 
here set out the principal results of the enquiry (i). 

The amount of the debts varies throughout the country in an extraordinarily 
marked manner according to the region studied, according to the direction given 
to production in the farms and the technical organi.sation of the farms, and accord- 
ing to the personal conditions of the farmer. 

The Secretariate made the estimates indicated below of the capital invested 
in agriculture, basing them on the results of the live stock census and on those 
of the statistics drawn up with the aid of agricultural accounts: 

1911 iy3i 

(in millions of francs) 

A ssets: 


Value of land 

Value of improvements 

Value of buildings 

Value of growing crops 

• 3.690 

25 

• 2,637 

771 

4,175 

108 

3,431 

923 

Value of the farms 

• 7>I23 

S.637 

Dive .stock 

Dead stock 

Circulating capital 

900 

418 

412 

1,482 

673 

604 

' Farming capital . . 

• 1.730 

2.759 

Total assets . . 

. 

11.396 


(l) LE SURENDETTEMENT ET LE DlfeSENDETTEMENT ^ANS L’ AGRICULTURE SUISSE. Rel)<)rt of the 

Swiss Peasants’ Secretariate. Spring 1934. Brougg, 1934- 



' I9II 1931 

(in millions of francs) 

Liahiliiies: 


Mortgage debts 

Debts on note of hand 

Current debts 

• 3.324 

313 

142 

4.189 

441 

158 

Total liabilities . . 

■ 3.779 

4,788 


Thus the total liabilities increased from 3,779,000,000 francs to 4,788,000,000 
francs, representing, on the average, an annual increase of 50,000,000 francs. 
The liabilities amounted, in 1931, to 42 per cent, of the assets. The aggregate 
indebtedness of agriculture, estimated at about 5,000,000,000 francs, represents 
about 50 per cent, of the total assets. 

The debts per hectare of the area have shown the following variations in 
the periods and years indicated: 



1906-13 

fr. 

1914-19 

fr. 

1923*27 

fr. 

1031 

fr. 

1932 

fr. 

Mortgage debts 

Debts on note of hand . . . . 
Current debts 

. 2 , III 

195 

88 

2 , 58 q 

193 

90 

3,108 

392 

145 

3,616 

390 

I4I 

3.771 

402 

I5I 

Total . . 

• 2,394 

2,872 

3.645 

4.147 

4.324 


The increase of indebtedness, since the period immediately preceding the 
war, for the farms of which the results are capable of being compared and 
which submit their accounts to the Swiss Peasants' Secretariate, is estimated 
at between 1,000 and 1,500 francs per hectare on the average. 

On tlie average of all farms, the mortgage debts amount to nearly 90 per 
cent, of the total indebtedness. 

The small farms are more heavily indebted per unit of area than the large 
farms. Relatively to the assets, the small farms are less heavily indebted. 

Broadly speaking, farms are considered heavily indebted in which the indebt- 
edness exceeds 5000 francs per hectare. It would seem that, taking the country 
as a whole, about 25 per cent, of the farms, or, in round numbers, 50,000 farms, 
must belong to this class. Out of this to^al, there are nearly 20,000 farms which 
it is not possible to help by the measures taken in pursuance of the policy 
of production and prices. 

The causes of excessive indebtedness are various. The debts were caused, 
on the one hand, up to 1914, by the economic development of Switzerland 
and, on the other hand, since 1914, they have been caused by the payment of 
obviously exaggerated prices for land, by the unscientific employment of capital, 
by the failure to apply the Swiss law of peasant succession, by the high cost 
of building, etc. 

An important cause of indebtedness after the war is the unprofitableness 
of agriculture, during the years 1921-27 and, again, since 1930* dispro- 

portion between the interest on the debts, which was 5 per cent, and more, and 



the net return, amounting to between 2 and 3 per cent., rapidly caused the 
heavily indebted farmers to encroach still further upon their capital and compelled 
them to contract new debts. 

Mention must also be made, as another characteristic cause of indebtedness 
in the post-war period, of the fact that the real value of the debts contracted 
during the years 1918 to 1932 increased as a result of the decline in the prices 
of agricultural products. 

Another cause of indebtedness, it is stated, was the lightness in granting 
credit shown by the banks, which had more regard for the safety of their in- 
vestments than for their utility to the public economy. In virtue of the prin- 
ciple that investments on mortgage are well secured, certain farmers, inasmuch 
as they were able to offer good security, found that they could obtain, so to 
speak, unlimited credit. 

The Swiss Peasants’ Secretariate has recently carried out studies (1) from 
which we extract the following figures relating to agricultural indebtedness 
per hectare: 



Year 
or period 

All farms 
francs 


Year 
or period 

All farms 

Mortgage debts . . . . ) 

1928-30 

1 1931-34 

1 1933 
1934 

3.460 

3.789 

3.91 1 
3.859 

Total debts as percent- 
age of the assets. 

1928-30 

\ 1931-34 
) 1933 
' 1934 

50.79 

53 - 27 

54 - «7 
5510 

Overdrafts on current 
accounts. 

1928-30 

1 1931-34 

1 1933 

. J 934 

7 « 

86 

89 

64 

Mortgage debts as per- 
centage of the value 
of the landed property 

1928-30 

) 1931-34 
\ 1933 
' 1934 

5^-33 
60.03 
6 1 . 1 6 
61.71 

Other debts on which 
interest is payable. 

1928-30 

1 1931-34 

1 1933 
[ 1934 

273 

293 

294 

276 

Mortgage debts as per- 
centage of the total 
indebtedness. 

1928-30 

) 1931-34 
) 1933 
' 1934 

87.76 

87.86 

87.96 

89.06 

Outstanding accounts . 

1928-30 

1 1931-34 

I 1933 
. 1934 

132 

145 

152 

135 

Mortgage debts as per- 
centage of the return. 

i 1928-30 ( 

j 1931-34 ( 

[2) 80.32 

! 3 ) 99-17 

Total debts 

1928-30 

1 1931-34 

1 1933 
> 1934 

3>943 

4.313 

4,446 

4.334 





In 1934 the total debts per hectare were, for the first time for several years, 
somewhat reduced, both as regards the general average and in the different 
size-groups of farms. The reduction amounts, on the average, to 112 francs. 

Expressed as a percentage of the assets, the total debts again increased in 
most of the size-groups because the assets had decreased more than the liabil- 

( 1 ) Recherches relatives a la rentability de l’ agriculture pendant l’kxercice 1934-35 
(Dtr 1 ®' MARS 1934 AU 28 fYvrier 1935 ). Report of the Swiss Peasants’ Secretariate to the Federal 
Department of Public Economy. Part II. Berne, 1936. 

(2) In relation to the yield of 1901 to 1930. — (3) In relation to the yield of 1901 to 1934 . 
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ities. The degree of indebtedness rose, in 1934, to more than 55 per cent, of 
the assets. 

A slight modification occurred in the structure of the indebtedness, inas- 
much as the proportion of the mortgage debts rose, in round numbers, from 
88 to 89 per cent, of the total debts. 

In round numbers, 14 per cent, of the properties farmed by their owners 
are little or not at all indebted (nil to 1,000 francs per hectare); 24 per cent, 
are moderately indebted (t,ooo to 3,000 francs per hectare); 27 per cent, show 
an average indebtedness (3,000 to 5,000 francs per hectare); 20 per cent, are 
heavily indebted (5,000 to 7,000 francs per hectare) and 14 per cent, are very 
heavily indebted, having debts of over 7,000 francs per hectare. Amongst the 
small holdings, in which the capital invested generally amounts, per hectare, 
to a much larger sum than in the larger holdings, the proportion of very heavily 
indebted farms is appreciably larger than amongst the medium-sized holdings. 
Amongst the holdings of more than 30 hectares none are burdened by larger 
debts than 7,000 francs per hectare. 

The Swiss Peasants’ Secretariate has drawn up, with a view to a solution 
of the problem that is here being studied, a complete programme involving 
a comprehensive action for the relief of indebtedness, based on a revision of the 
constitution, and a minimum programme. The object assigned to this latter 
is to prevent farmers who have become distressed through no fault of their 
own and who took their farms before i January 1934, from being driven out of 
their holdings. To attain this object, it is considered necessary: 

{a) to develop the peasants’ aid banks; 

(6) to develop the protective measures of a legal nature taken in favour 
of distressed farmers; 

(c) to complete the legislation so as to prevent a new indebtedness. 

The peasants’ aid banks give help to distressed farmers in the form of 
loans with or without interest, subsidies for the payment of interest and other 
subsidies not repayable. It is proposed, by the opening of new credits, to 
enable these institutions to increase up to 10,000 francs the sums granted for 
the relief of the farms to be helped. 

As regards point (h) the Federal Order of 28 September 1934 (i) is specially 
noteworthy; this Order lays down temporary juridical measures for the protection 
of distressed farmers. It provides a procedure for the adjustment of agricultural 
debts. This procedure is applicable in the cantons that have organised, on 
behalf of the farmers, relief operations under the terms of the Federal Order 
of 30 September 1932 (2) relating to temporary financial assistance on behalf 
of distressed farmers. Every owner of a farm who farms it himself or has 
rented it and derives his means of existence from the rent can apply for this 
procedure if, in consequence of the economic crisis and through no fault of 
his own, he is not in a position completely to satisfy his creditors and if there 


(1) “ Textes l^gislatifs ” published by the International Institute of Agriculture. 1934 3 eries, 
No. 22. 

(2) See; Annuaire international de legislation agricole, 1932, page i, 148. 
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are guarantees that the farm can continue to be worked systematically. The 
procedure for the adjustment of indebtedness may be voluntary or official. In 
the second case, the following measures can be taken: 

(1) Suspension of the repayment of capital; for capital credits guaranteed 
either by fixed property depending on the debtor's farm (pledge of fixed pro- 
perty) or by a charge on this fixed property (collateral security), or again by a 
lien on the live stock, a suspension may be granted not exceeding four years; 
for debts repayable by instalments, the suspension may be obtained in the form 
of a reduction of the annuity charge, of an increase in the number of instalments 
or the temporary suspension of these payments; however, the period over 
which the instalments are payable cannot, by these measures, be prolonged bv 
more than four years; 

(2) Reduction of the rate of interest in respect of secured loans; for 
capital guaranteed by pledge and covered by the pledge, the interest may be 
reduced to 4 y2 per cent., account being taken of the commissions and other 
supplementary charges of this kind, if it is higher than this rate, or, if it is 
lower, maintained unchanged for the period between the due date immediately 
preceding the opening of the proceedings and, at latest, the expiration of the 
suspension of the repayment of the principal; 

(3) Reduction or suppression of the interest on capital sums not secured, 
as from the last due date preceding the opening of the proceedings and for 
iTot more than four years; 

(4) Extinction of interest due; when the adjustment involves a geneial 
arrangement in which the creditors of loans given on note of hand lose 50 per 
cent, or more of their credits, the debtor can free himself completely from the 
interest due covered by the pledge by making in cash, for each credit, a partial 
payment of 75 to 90 per cent. 

Besides the procedure for the adjustment of debts, the same Order contains 
measures of protection in favour of tenant farmers consisting in the suspension 
of the payment of rents and in the reduction of rents. 

The report of an inquiry into the realisation of fixed property pledges, 
bankruptcies and arrangements with creditors in agriculture in 1934 published 
by the Federal Bureau of Statistics supplies highly significant information 
regarding the situation of the farmers. It is stated in the report that the latest 
and gravest consequences of the serious economic disturbances have been either 
that the heavily burdened farms are abandoned or that forced transfers of such 
properties have taken place. 

There were 1,048 forced sales of fixed property in 1934 affecting persons 
carrying on farming as their main vocation. 

In the whole of vSwitzerland, 580 farms were declared bankrupt. In com- 
parison with 1933, the number of bankruptcies had slightly increased (by 39 cases). 

Since 1928, there have been 5,997 realisations of fixed property pledges 
affecting farmers, and more than 2,500 persons carrying on farming as their 
principal vocation have been declared bankrupt. 

In 1934, the measures of legal protection, as well as the action taken in 
aid of the heavily indebted farmers, which w^ have described above, entered 
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into force on a wide basis and they preserved many farms from forced sale. 
In virtue of the extraordinary legal measures in favour of the farmers, 1,028 
official arrangements with creditors were made, to which may be added 158 
cases in which proceedings were taken under the ordinary law with a view 
to making arrangements with creditors. 

In spite of the operations of the peasants’ aid banks, together with the 
measures of legal protection for the heavily indebted peasants, the number of 
bankruptcies and realisations of fixed property pledges remains practically stable; 
if anything, it has slightly increased. 

It must also be mentioned that, up to the month of April 1935, about 18,300 
applications for financial aid were presented to the distressed peasants’ aid l)anks. 

The economic conditions of agriculture have therefore, on the whole, grown 
worse in recent years. In spite of the measures of general protection, in a large 
number of farms the receipts have been smaller than the expenses caused by 
the necessity of keeping the labourers available and by the charges resulting 
from loans over and above the current expenses. If to the foregoing are added 
the necessity of providing for instalments of repayment and the difficulty of 
obtaining capital, it will readily be understood tliat farmers who have no fin- 
ancial reserves at their disposal will have difficulty in safeguarding their farms. 

In June 1936 a federal bill on the relief of farm indebtedness was submitted 
to the Chambers. Starting from the ascertained fact that agricultural debts in 
Switzerland are mainly mortgage debts, the bill is primarily aimed at reducing 
them to a “ tolerable amount. ” The object of the action contemplated is to 
place the debtor in a position to pay the interest, while deriving a reasonal)le 
return from his own capital and receiving a suitable remuneration for his work - 
suitable, in the sense of being sufficient to supply subsistence to him and to his 
family. Onl>' such mortgage credits would be affected by the adjustment pro- 
cedure as, after valuation, appear not to be covered. I"or the rest, it is only 
provided that there shall be a suspension of the repayment of the capital, and 
a reduction of the interest to 4 per cent, for not more than eight years. 

The relief of indebtedness will be applied case by ca.se, in order that abuses 
may be avoided. 

In the adjustment proceedings the debtors, the creditors and the community 
will collaborate. The share of the community will be represented by equal 
contributions from the Confederation and from the Cantons. The former will 
assign, for twenty years, 5,000,000 francs a year to the fund for the relief of 
indebtedness. The subsidies of the cantons will be drawn from this fund. The 
possibility of a more effective assistance to regions where indebtedness is parti- 
cularly heavy is also provided for. 

The creditor must, on his side, renounce a part of his credit. The pay- 
ment of the remainder, by the debtor and the community, will be assured iti 
the form of amortisation within a period of twenty years, according to a scale 
to be determined. The creditor will be bought out by means of a '' redemp- 
tion bond, ” which will be negotiable and can be presented at the Amortisation 
Bank, of an amount equivalent to the capitalised value of the annuities (paid 
by the debtor and the community) and bearing interest at 4 per cent, guaranteed 
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by the canton. For the balance not covered, he will receive a " certificate of 
uncovered credit, " which can be put forward in opposition to claims of third 
parties. This certificate confers, moreover, on the creditor rights against the 
debtors and his heirs in the event of their return to better fortune or of the 
alienation of the property at a profit. As to mortgage credits exceeding twice 
the estimated value of the property, they will be li(iuidated by the payment 
of a dividend fixed by arrangement. 

As it is indispensable, in order to arrive at a result, to ascertain the whole 
position of the debtor, the debts on note of hand can also be embraced in the 
procedure outlined above. 

Lastly, the bill lays down “ measures of safety. ” Their ol)ject is to ensure 
that the beneficiary of this assistance shall not afterwards compromise it him- 
self by ill-considered acts. With this object it is provided that there shall 
be restrictions on his right to dispose of his property, that he shall be obliged 
to keep accounts and, in serious cases, that a legal advi.ser shall be appointed. 

The Federal Council also issues decrees containing preventive measures 
the object of which is to limit the indebtedness in the future, not only of the 
farms which will be relieved, but of all farms. These measures consist prin- 
cipally in the reform of the procedure of valuation, of mortgage Ixmds and of 
the peasant right of succession, which are measures of gradual application, as 
well as in the introduction of a general limitation of mortgage charges, which is 
perfectly applicable owing to the existence of the land register. 

(to be continiicd) . CL Costanzx) 

ECONOMIC CONDITIONS AND POLICIES AFFECTING 
AGRICULTURE DURING THE WORLD ECONOMIC DEPRESSION 

PHASES OF THE DEPRlwSSION AND RECOVItRY IN AUSTRALIA. 

Contents: I. Introduction . -■ II. Characteristics of the Australian ecoyiorny before the crisis. 
The importance of agriculture and agricultural exports. Tariff policy and the signifi- 
cance of capital imports. - III. The nature of the crisis. The decline in borrowings 
from overseas and the fall in prices. Disequilibrium in the balance of payments. 
The problem of production co.sts. IV. First Phase: Resistance . Inilation versus 
deflation. — V. Second Phase: Compulsory Adjustment. The force majeure of the crisis. 
Depreciation of the exchange. The Premiers' Plan. — IV. Conditions and Policies 
after the initiation of the Premiers' Plan. Financial improvement. Cost reductions. 
Tarill revision. Agricultural policies and assistance. The growth of confidence and 
improvement in the internal situation. The rise in wool prices. — Conclusion. 

I. — Introduction. 

In some previous studies published in this Bulletin (i), an attempt was 
made to describe the factors affecting the world agricultural situation in the 
years preceding the outbreak of the world crisis in 1929. It was shown that 


(i) Agricultural Protectionism and the Agricultural vSituation I925--9- Monthly PyitUctm of 
Agricultural Economics and Sociology, March-May 1936- 
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tendencies were then already in operation which were likely to result in a 
period of disequilibrium in agriculture. It is the object of further studies for 
this Bulletin to analyse in respect of certain countries whose international trade, 
whether import or export, in the primary agricultural products was particularly 
affected, the nature of that disequilibrium and the character of the reactions, 
both legislative and economic, which resulted in an emergence at least from 
the severest phases of economic depression. It is intended to study a small 
number of countries of various types in an endeavour to bring out the way in 
which the impact of the crisis was felt and the way in which divergent conditions 
led to divergent types of policy being followed, and to observe the relative 
importance of national conditions, national efforts and international forces in 
determining the process of recovery. The studies cannot therefore be limited 
to consideration only of conditions and policies directly affecting agriculture — 
such as agricultural tariffs, subsidies or marketing schemes— but must be extended 
further to the consideration of broader policies — monetary and financial and even 
industrial — which often played the decisive role in overcoming the obstacles 
to the economic equilibrium and well being of agriculture. The studies divide 
broadly into two main groups— the first being concerned with agricultural ex- 
porting countries and the second with agricultural importing countries. The 
first study, the subject of the present article, refers to Australia. 


II- — Characteristics of the Australian economy before the crisis. 

From the point of view of international agricultural economics, Australia 
is one of the most interesting and instructive countries. Even though the urban 
population is larger than the rural population Australia is primarily an agricul- 
tural and pastoral country. The value of primary production (i) is always consid- 
erably in excess of industrial and mineral production. Of the total estimated 
value of production in 1927-28 of £453 million, the contribution of the 
farmer was £259 million or 55 per cent., whilst manufacturing was respons- 
ible only for £159 million or 35 per cent, the remaining 10 per cent, being 
contributed by mining, fisheries, and forestry (2). At the same time agricul- 
ture is dependent to a very high degree on exports. For the ten years 1921- 
1922 to 1930-31 34.9 per cent, of the production of agricultural products pro- 
perly so called was exported, 66.8 per cent, of pastoral products and 19.2 per 
cent, of dairy and farmyard produce. In the same period these three groups 
represented 88.2 per cent, of total exports. Thus the essential link between 
Australia and the overseas world was formed by agricultural exports, in exchange 
for industrial products. The main exportable commodities are wool, wheat, 
butter, lamb and beef, but the first is by far the most important. In 1927-28 
the total value of the exports of all these commodities equalled £96.3 million 
of which the share of wool was £66 million and that of wheat and flour 


(1) Including crops, live stock and produce and excluding mining. 

(2) Quarterly Summary of Australian Statistics. March 1931, p. 13. 
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together £20 million, thus leaving only about £10 million to the remainder. 
Thus if Australian exports depend on agriculture, agricultural exports depend 
on wool and wheat. Of a total wool production in 1927-28 of 888 million 
lbs., 742 million lbs. or about 84 per cent, were exported. Again, of a wheat 
harvest in the same year of 119 million bushels 74 million bushels or nearly 
63 per cent, were exported as grain or flour. These figures, referring to relat- 
ively prosperous conditions, though they may vary from year to year, indicate 
the order of importance of the various exports in the Australian economy. 
At the same time Australian exports of these two commodities represent an im- 
portant proportion of world exports, so that it may be said that not only is 
Australia bound to the world but also that the world is bound to Australia. Of 
world net exports of wool averaging from 1925 to 1929 863,000 metric tons 
Australia contributed an average of 312,000 metric tons, or about 36 per cent., 
being indeed the largest exporter. The Australian share of wheat exports is 
considerably smaller, but nevertheless of considerable importance. Thus, for 
the same period, world net exports averaged 21.5 million metric tons, of which 
the Australian share was 2.6 million metric tons or about 12 per cent. 

Australia presents an opposite economic picture to that presented by indus- 
trial Europe. Whereas Australia exported staple agricultural products, indus- 
trial Europe imported them. Whereas industrial Europe sought to stimulate 
its agriculture by tariffs, agricultural Australia sought to develop her industry 
by the same method. And whereas before the crisis. Australia's chief market 
in Europe was a capital exporter, Australia was importing relatively large amounts 
of capital on long term. 

Any analysis of Australian economic conditions must emphasise the import- 
ance of the Australian tariff policy. For Australians protectionism is a meth- 
od of organising industry and of raising the standard of living in normal times 
and of overcoming difficulties in emergency. Not even the farmers, who are 
the most vociferous critics of the actual tariff, usually care to advocate the adoj)- 
tion of freedom of trade. 

Yet though the principle of protectionism as such is hardly a matter for 
controversy in Australia, its application is one of the major political problems. 
No political party in Australia is a “ free trade " party, but there is a natural 
disagreement as to what occupations shall be protected and to what degree. 
This dissension occurs principally^ betw^een the primary producers and the indus- 
trial population, though inevitably there is minor disagreement between the 
various branches of industry and between the various branches of agriculture. 

From the farmer's point of view, the Australian tariff is an industrial 
tariff which raises costs of living and of production, and which, by reducing 
imports, reduces foreign purchasing power for Australian goods, rai.ses their 
prices, and inspires tariff retaliation, thus all to the disadvantage of Australian 
agricultural exports on which Australia ultimately’ depends. On the other hand, 
the industrialists urge the necessity of emplojdng in industry the large urban 
population at an “ Australian standard of living, and assert that tariffs are 
necessary in order to guarantee the high wages which are granted in Australia 
by judicial decision in the Federal Arbitration Court. Though to this it ma> 
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be said that since the wages granted are assessed themsefiws^ on the cost of Hving 
which reflects the state of protection at the time, the vicious eirek is evident. 
The industrialist indeed can point to important agricultural commodities the 
prices of which are kept high by tariffs, and which affect the cost of living, 
particularly those of sugar and butter. . 

It will be seen that both the farmer and the industrialist have good rea- 
sons to oppose the protection of the other, at least unless the one also benefits 
by an equivalent assistance from the State. Instead of these two opposing 
forces bringing about generally low tariffs the contrary was the case, and high 
industrial tariffs were balanced by subsidies and bounties and other forms of 
assistance to agriculture. 

It is however of importance in order to grasp the policy followed in the de- 
pression to note that already in 1925 doubts about the tariff policy were begin- 
ning to be felt in responsible circles. 

From 1925 onwards the reports of the Australian Tariff Board, the body which 
was set up in 1921 to make the Australian tariff “ scientific, and which in the first 
years of its existence had been strongly in favour of ever higher tariffs, suddenly 
began to reveal the doubts of the Board as to whether the tariff was not too 
high. The Board actuall}^ condemned the “ custom of passing back and forth 
between the Federal Arbitration Court and the Tariff Board for increments in 
wages and duties. '' vStimulated by the new attitude of the Board which became 
even more pronounced in further reports the Government of Mr. Bruce went so 
far as to appoint a committee of experts to investigate the costs and bene- 
fits to Australia of the tariff. 

The facts brought oxit in these years by independent authorities and by the 
Tariff Board revealed the Australian protective system to be one of the heaviest 
in the world, and the more so when it is considered that the dependence of Aus- 
tralia on overseas trade was perhaps greater than that of any other country. 
If Great Britain in virtue of her trade interests had adhered for 70 years to free 
trade, even more might Australia have been expected to be an advocate of the 
liberal doctrine. But on the contrary, both for the height and the rate of growth 
of tariffs, Australia was remarkable. A document submitted to the World Econ- 
omic Conference of 1927 estimated that the tariff had increased by 45 per cent, 
in 1925 as compared with the level in 1913. The Tariff Board in 1928 declar- 
ed that “ The tariff wall is markedly rising. In the Customs Tariff 1908 there 
were only eight items which provided ad valorem duties of 40 per cent, or over. 
In the exi.sting Cu.stoms Tariff there are 259 items or sub-items which provide 
ad valorem duties of 40 per cent, or over... " The Comittee of Experts referred 
to above calculated that the tariff had raised prices by about 10 per cent., impos- 
ing also a burden of about 9 per cent, on the cost of exports. It estimated 
that about £75 million of Australian production were entirely dependent on 
protection, of which £16 million sugar and butter and £55 million manufactures. 
In agriculture the protection of sugar, butter and dried fruits was accompanied 
by export bounties raised by levies on the home market. In 1925-26 Austral- 
ians paid £27 per ton for their sugar whilst they sold it on the world market 
a £ii 6 s. For their dried fruits they paid £57 per ton whilst selling them 
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in England for £37. Under the Patterson scheme a tax of sixpence per pound 
was levied and the proceeds applied to exports of butter, thus raising the home, 
price and lowering export prices. 

The result of the various reports on the Australian tariff, public and private 
was, even when the tariff policy as a whole was believed to be justified, to 
bring out at least the need for a more careful investigation and a weighing 
up of the worth of particular industries and the desirability of protecting them. 

Nevertheless, and this is the third feature of the Australian economy, prior 
to the crisis, imports were high and exceeded exports. The following table gives 
a picture of the structure of overseas trade and borrowing in the years preceding 
the crisis year 1929-30. 


Year 

Merchandise 

imports 

Kxports inel. 
gold produced ; 
in Australia 

, Interest due j Added 

Balance on overseas j overseas 

' debt indel)tedness 

1922-23 

131-7 

■ 

: 

119.9 ; - 


21. 4 

8.0 

IC)23-24 

140.6 

119.9 

20.7 

23.2 

,41.6 

1924-25 

; M 7-7 

1 163.2 19 

16.5 i 

23-4 

2.6 

1925-26 

! 151-3 

144.2 i 

7-1 i 

25-4 

40.4 

1926-27 

i 164.1 

134.9 i 

2<).2 1 

25-9 

TI.7 

1927-28 

146.9 

; 140.5 i 

6.4 

29.7 : 

54-3 

1928-29 

143-3 

! 140.5 ; 

2.8 1 

3«.5 

i 

2.1 


Thus Australia instead of having an export surplus with which to meet o\^er- 
seas charges actually had an import surplus (as shown in cols. 3 and 4) due to the 
large imports of capital during this period. It is clear that if these imports 
of capital were to cease, and if exports were reduced, then Australia s financial 
vsituation would be serious. 

This was precisely the kernel of the crisis. 

Certain other features operating before the crisis, the seriousness of which 
for agriculture tended to be hidden by the high prices of agricultural exports, 
should be noted, for they were revSponsible for the prolonging of the depression 
even after the most acute financial problems had been solved. During and 
since the war governmental taxation and expenditure increased at a rate 
exceeding that of production. Whereas in 19^3 taxation amounted to 10.4 
per cent, of the value of production, in 1927-28 it had risen to 19.6 per cent. 
Again, public debt increased from £705,400,000 in 1919 to £963,000,000 
in 1925 and continued to increase, reaching £1,104,000,000 in 1929. Where- 
as in 1913-14 expenditure of the Commonwealth and of the States from consol- 
idated revenue equalled £63,400,000, in 1927-28 it had risen to £195 
In the former case it represented about 28.5 per cent, of recorded production 
and in the latter 45.0 per cent. Though the figures of recorded production 
do not correspond to the national income, the trend shown is significant. In 
1927-28 the Commonwealth for the first time had a budget deficit, though the 
States had had deficits for several years. 
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In spite of the high tariff we noted that imports were high. Consequently 
customs revenue was also high and formed the chief single source of Common- 
wealth revenue. It should be clear too that if borrowings abroad were to 
stop, the tariff would become more effective and imports, for this reason alone > 
would diminish and an important source of Government revenue would be 
stopped. Customs revenue in 1926-27 accounted for 42 per cent, of the total 
consolidated revenue of the Federal Government. 

The burden of overseas interest also rose as a consequence of the in- 
crease in indebtedness. In 1913 external interest equalled 9.5 per cent, of 
exports and 3.4 per cent, of production. In 1928 the figures had risen to 
19.5 and 6.0 respectively. 

The increase in Federal State expenditure and interest thus represented 
an increased burden on the farmer which did not correspond to a proportion- 
ately increased capacity on his part to meet it. Costs in the form of wages, 
materials, implements and railway freights were also rising, due respectively 
to upward adjustments by the Federal Arbitration Court, and of the tariff as well 
as of the rates charged by the State railways. The State railways, incidentally, 
were one of the main sources of budgetary deficits. 

From the above survey of some elements in the Australian situation before 
the crisis it is evident that some economic readjustment would have been neces- 
sary even without a crisis of the severity of that of 1929 onwards. The state- 
ment that since before the war and up to 1928-29 “ only two primary in- 
dustries... had shown a substantial increase in males employed... these were 
dairying and sugar, both favoured by the tariff " (i) reveals a significant aspect 
of the development of agriculture. 


Ill, — The nature of the crisis. 

We have seen that Australia depended to an extremely high degree on 
agriculture and that agriculture depended to an equally high degree on export 
overseas. We have further seen that Australia had been borrowing large amounts 
of capital from abroad, and consequently imports exceeded exports. Imports 
were being maintained at high levels by the importation of capital. If imports 
were to be maintained and capital imports were to cease there would occur, 
unless exports were increased, a severe strain on the whole Australian financial 
and income structure. Thus Australian welfare depended on at least two sets 
of conditions remaining favourable, both depending to an important degree on 
economic conditions abroad, which would chiefly determine both the value of 
Australian exports and the size of Australian borrowings. That there was no 
margin of safety in purely Australian conditions was clear. 

Up to the fiscal year 1927-28 both borrowings and exports were maintained; 
exports indeed increased in 1927-28 in spite of a drop in the value of wheat 
exports. The adverse commodity balance of trade actually diminished by 


(i) Copland. Economic Journal, December 193Q. 
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£23 miJlioii. On tlie other hand borrowings reached their highest level in 
1927-28, bringing the total new borrowings in these years up to £106,500,000. 
But the approaching reaction was evidenced in the decline in retail sales which 
was reflected in the decline of imports in the first half of 1928. And this 
very decline, which was necessary, involved a decline in customs revenue and 
a deficit in the Commonwealth Budget. Nevertheless though there was a 
certain amount of uneasiness in official circles at the end of the year, the most 
widespread opinion was that the evident setback in internal expansion was but 
temporary. Exports were expected to be higher and money was still available, 
as evidenced by the loans from overseas. 

In 1928-29 the situation began to change definitely for the worse. The 
most important single fact was the almost complete cessation of foreign loans, 
due both to a growing lack of confidence in Australia abroad and to the grow- 
ing financial stringency in the capital markets. The table that we have already 
given .shows that new borrowings fell from £54 million in 1927-28 to £2.1 million 
in 1928-29. In the second half of 1928 wool prices began the decline which persisted 
throughout the next years. The wool clip was exceptionally large, at 968 mil- 
lion lbs. compared with 888 million lbs. in 1927-28, but the total value of wool 
exports fell from £66 million to £61.6 million. 

Wheat prices were also low as a result of large crops in Australia and else- 
where, so that the growth in returns from exports was not as large as expected. 
The increase in value of wheat exports just about offset the decline in the value 
of wool exports. Again, there was no change in the total trade balance sufficient 
to offset the decline in borrowings. Total exports indeed remained at about 
the same level as in the previous year whilst imports felKonly slightly, reflecting 
the confidence which was still felt by Australian traders. Overdrafts in London 
began to mount up whilst there were further budget deficits. National income 
however dropped very slightly, from an estimated figure of £650 million to 
£645 million. 

1929-30 however was the first real crisis year. The two props on which 
the Australian economy rested, namely, the returns from exports and foreign 
loans, gave way thoroughly and decisively, with drastic effects on the national 
income from agriculture and industry, on Governmental finance, on the ex- 
change, on the Australian overseas indebtedness and on internal employment. 

In the financial year July 1929 to June 1930 total exports fell, in sterling, 
by £40 million, whilst imports, in spite of drastic measures of restriction which 
are described later, only declined by £13 million. Wool export prices fell 
heavily throughout the year and averaged only 11.3 pence per lb. in the grease, 
as compared with ,17.58 pence per lb. in 1928-29 and an average of the years 
I923*'27 of 20.49 pence per lb. Since the quantity of wool exports also declined 
the total value of exports fell by almost half from £61.6 millions to £36.6 mil- 
lions (i). The quantity of wheat exports also fell, but wheat prices only began 
to fall towards the second quarter of 1930, and in fact fetched on the average 


(i) Australian currency values. 
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t>er bushel in 1929-30 as compared with 4 *. in 1938-29. Neverthelfea^ 
the combined value of wheat and flour exports feU to fii j millions as comparadi 

with 4f26 millions in the previous year. . , . r it 

In spite of the Loan Council’s 'hopes in 1929 the amount m fresfc 

long term loans overseas during 1929-30 was even less than in the 
year. Whereas in the three years up to 1927-28 borrowings ab^d had averag^ 
Lme £3S miUion per annum, in the next two years they had dropped to ^ 
average of less than £2 million, the decline thus somew^t more than exceed- 
in!T the amount required to meet interest charges on the debt. It can^be 
seen that these payments could not be met from an export surplus. Indeed in 
soite of the fact that gold was exported to the value of £25 million there was 
S a irdel t of £6 million. Overdrafts and advances in London acmm- 
S.d ” S milBon by th. end of .930. Tho ceodoUc. of looj .o,« 
borrowing thus meant the piling up of short term debts. 

The effect of the fall in prices of the principal exports and 

oversea borrowing was to create, as can be imagined, serious financial embarass 

tho Gov™.s. I. spite of a small m C«— 

taxation, at the end of the financial year there was a deficit of £6.5 milho . 
whilst State deficits totalled approximately £10 million. 

On the internal economic situation of the country the effects were equa y 
mav^ xt .eeoried value of production dediued from £448 m.Uro" 

*30, milliou, Prodoctlou of agricultural products “j 

ned bv £12 million and of pastoral products by £30 niilhon. The value of 
™uS,cturinraudmmingproductio» also declined. Professor Copbano pvo 
r„“e, te naional income Lwing a decline of £8i mimon, about on. e.gbth 
of the national income of 1928-29. Both branches of basic national activit> 
were severelv affected, agriculture by the fall in prices and the maintenance, 
through the tariff and wage policies, of high costs, 

consequent diminution in the purchasing power o second 

unemployment increased at a rapid ' ,f ‘“rf 

quarter of 1930 industrial unemployment had increased to 18.5 per ‘^enL ot 
Suniou member, as compared «i.b ro per cent. » the 
ouarter of 1929. Net earnings of the railways declined from £10.3 mil 10 
to £7 I million. The disastrous fall of agricultural prices resulted in a grow- 
ing indeWedness of the farming population. According to tbe Rep^- 
the British Department of Overseas Trade (i) " production over a wide ar^ has 
become so unprofitable that commitments of various kinds have 
ing proportions, and that at the present moment there is senous m so 

areas of producers walking off their properties. A general 
tween pastoralists, agriculturaUsts and representatives of ba^s, ^ 

facturing associations was held in New South Wales in December 1930, which 


(i) Economic and Trade Conditions in Australia, Ivondon 1931- 
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rdescribeS'i±ie 'CondiMons of tlie primary industries. Liabilities of wheat farmers 
'in ISIew South Waies were estimated at £10.5 million apart from large sums 
Iknt on ^mortgage. The total return on the New South Wales wheat crop was 
-estimated , at only £4.2 million, obviously far less than) totalj requirements to 
(fiover costs. 

Due feature of the situation, for which farmers, already before the crisis, 
’Were conlanually csiMng for remedy was the high level of costs in relation 
to prices. Whereas in January 1929 the price indices of farm and industrial 
pisoducts '^ood at 180 and 175 per cent, of the 1911 level respectively, in Jan- 
uary 1930 the former had fallen to 158 and the latter had actually risen to 
17S. In Jtdy 1930 the relation had changed even further against the farmer, 
the sagrkultural index having fallen to 146 whilst the industrial index had risen 
to 1S2. Again, according to the statement issued by the above mentioned 
conference the total costs of wheat growing per acre was about 28^-. whilst 
the farmer only obtained 17s. Similar divergences between prices and costs 
also oecurred in wool. 

Thus by the end of 1929 and the beginning of 1930 three related problems 
required urgent solution (a) the external problem, or the problem of overseas 
indebtedness, {Z>) the problem of national finance, and (c) the internal economic 
problem, comprised under the headings of national income, agricultural solvency 
and industrial unemployment. 

In each case it can be seen that the range of conceivable solutions was wide. 
Each problem would be solved if export prices were to rise or if overseas income 
from agriculture were to increase through a large increase in the volume of ex- 
ports. The first problem could be solved even without this, provided imports 
were reduced. Again the second problem could be solved either by an increase 
in taxation or decrease in expenditure, whilst the third problem in the absence of 
rising prices, could also find its solution in a reduction of costs. There was, so 
to speak, a variety of ways out, .some depending on Australia's own efforts and 
some depending on outside conditions, and lastly, some depending on the ability 
of the economic mechanism to find its own equilibrium in the manner in which 
it had done so in previous crises. In analysing the Australian reaction to the 
crisis it is thus of interest to determine which of these methods were responsible 
for the more satisfactory though not perfect situation which Australian economy 
had reached by 1935. 


{to be continued). 


A. Emanuel. 
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AGRICULTURAL INDEBTEDNESS {continued) (i). 


(B) Scandinavian Countries. 


Denmark. 


The ease in obtaining credit, which at one time facilitated the remarkable 
technical and commercial development of agriculture in Denmark, placed the 
Danish farmers, when the economic crisis supervened, in very serious embarrass- 
ment They had been able, during the period of prosperity, easily to meet the 
heavy mortgage charges incurred; but the subsequent collapse of prices made 
it impossible for them to fulfil their engagements. 

The agricultural mortgage debt in 1926 amounted ja) to 50 per cent, of 
the value of the properties mortgaged and it is estimated that as a result of the 
fall in land values that has taken place since then, it has reached a still higher 

percentage, the total mortgage debt on rural property was calculated as being 
3,750,000.000 crowns, whereas the aggregate value of the farms was 5,400.000,000 


This debt is very unevenly distributed, in the sense that certain properties 
are entirely exempt, whereas others are indebted for sums greatly exceeding 

their estimated value. ^ i_ 

Most frequently the debts arise out of the transfer of the properties by 

succession and are not due to loans contracted for reproductive purposes. 

In Denmark, the indebtedness of rural properties is regarded as a serious 
social problem and it is desired to see it regulated in accordance with the prin 
ciple tLt has always inspired the agricultural policy of the 

ance of the peasant class and of small farming as the economic pillar of the 
fundamental activity of the country. 

To prevent the collapse of the farms, the government in the first in^U^ 
tried to relieve the farmers by the establishment of crisis funds to be distri 
buted !n te form of subsidies to the most distressed farmers, in order to put 
them in a position to pay their mortgage and fiscal charges. 


(,) For the flrst part of this study see the issue of January 1937 of this BuUeHn. 
Is) Dakk-arx. L-AORtcuETtiRE. Le Conseil de l-agriculture. Copenhagen, 1 , 35 . 
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But, in view of the continuance of the crisis, new measures became necessary, 
providing for moratoria, possibilities of making arrangements with creditors 
and lastly conversion of debts. 

As early as the autumn of 1931, Parliament amended the law on State credits 
(out of the Industrial Loan Fund) to the owners of agricultural land to allow 
them to come to a voluntary or compulsory arrangement with their creditors 
without being compelled to become bankrupt. 

At the beginning of 1933, the measures in force on this subject, after some 
amendments had been made to the original law, were as follows: 

To allow of the loan being granted, the percentage to be paid to the 
creditors cannot, in the arrangement, be fixed at more than 35 per cent, of 
their claims. As a general rule, the loan must not exceed 10 per cent, of the 
estimated value of the farm and in no case may it exceed 8,400 crowns. 

In addition to the percentage above mentioned, the creditors may receive 
a further 35 per cent., on condition that during a period of five years, they 
renounce this part of their claims in exchange for a second mortgage on the 
property after that of the State. This mortgage does not bear interest, but 
becomes repayable at the end of five years. In the event that, during this 
five-year period, the weekly average butter and bacon quotations rise not less 
than 35 per cent, above the averages of the second half of 1931, the mortgage 
must be repaid in full^ or, at any rate, partially. 

According to a law voted in the Spring of 1933 in favour of the owners 
of farms who have not already obtained an agreement under the old law, a 
new moratorium of three years was set up for that part of the mortgage in 
excess of the aggregate value of the farm. 

The postponement of forced sale of agricultural properties was provided 
for by a law dated 16 November 1932. Under the terms of this law, a forced 
sale can be postponed if the owner prove that he has endeavoured to arrive at 
an arrangement with his creditors, or that he has good prospects of an im- 
provement in his economic position in the hear future. The postponement 
may be granted for a period of three months and, in special circumstances, 
this limit of time can be further prolonged. 

In order to lighten the burden of the taxes and mortgage interest payable 
by owners and tenants of farms. Parliament granted, by a Law dated 19 Octo- 
ber 1931, a sum of 30,000,000 crowns, to be distributed according to determ- 
ined principles. 

More than 135,000 farmers, that is, 67 per cent, of all. the farmers of t)ie 
country, proved that they were entitled to receive a subsidy under the terms 
of this law. The sum of 30,000,000 crowns being insufficient to satisfy the 
demand, a law voted in 1932 increased the grant and. in all about 42,000,000 
crowns were distributed. 

In addition to the formation of the crisis fund mentioned above, regulations 
were issued by which a postponement of payment was granted to owners of 
farms, to fishermen, to artisans, to shopkeepers and to day-labourers. As far 
as agriculture is concerned, the law prescribes that mortgages on agricultural 
properties in respect of which the interest or normal instalments of repayment 
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have been received, or a postponement has been obtained, cannot be converted 
into loans for a shorter period. 

A Xaw voted in April 1933 facilitated the conversion to loans at a lower 
rate of interest, of the loans granted by the mortgage credit companies. In 
order to render this conversion possible, and also for other purposes, a fund 
was set up in May 1933; when the total of the loans made out of this fund was 
at its maximum (September 1934) it amounted to about 150,000,000 crowns, 
lyoans out of this fund can be granted to mortgage credit companies as well 
as to private traders and to commercial organisations in order to enable them 
to meet the difficulties that may arise in consequence of the application of the 
provisions of the law on the moratorium. 

By the law on conversion and by that on the fixing of rates of interest, 
both adopted on 16 December 1933, other measures were taken. The first 
of these laws facilitates the voluntary conversion of the bonds of credit asso- 
ciations at 4 ^ per cent, and 5 per cent, into new bonds at 4 per cent, and 
prescribes, in order to bring about the conversion, that no interevSt higher than 

4 per cent, shall be paid or received in the case of loans on the security of 
real property granted out of funds placed under public control or under the 
control of the authority that supervises the investment of trust funds or out 
of funds that are administered in conformity with the regulations for the in- 
vestment of the projjerty of minors. 

The law on the fixing of rates of interest provides that no interest higher 
than 4 per cent, can be paid or received in respet of loans granted on the security 
of real property unless a special authorisation has been obtained and that no 
authorisation of this kind can be granted for a higher rate of interest than 

5 per cent, per annum for such loans. 

Under the terms of the law of December 1933 facilitating the conversion 
of the bonds of the credit associations, a total of about 800,000,000 crowns of 
bonds at 4 % and 5 per cent, wast to have been converted into bonds at a lower 
rate of interest, and this represented about 25 per cent, of the total issue l)y 
all the credit companies of bonds at the said rates of interest. 

The conversion was not, however, carried out, the savings banks not con- 
sidering, in the Spring of 1935, that they could support it. 

After the measures for conversion had been presented, Taw No. 126, of 
21 April 1936, on agricultural debts was approved. By this law 100,000,000 
crowns was made available for the conversion of old debts regarded as parti- 
cularly burdensome. 

The loans are granted on favourable conditions: freedom from payments 
up to I January 1942, and afterwards payment by instalments. The rate of 
interest is fixed at i per cent, for the first two years and at 4 per cent, 
afterwards, to be paid, however, according to the economic conditions. 

To obtain the loan, it is necessary to be owner of a farm, acquired, as 
a rule, before i January 1933, and the debt must exceed the mortgage value 
of the property by at least 10 per cent. The loan cannot exceed 25 per cent, 
of the mortgage value of the property and must be guaranteed by a mortgage 
not exceeding 10 per cent, of the value of the property. 
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Owing mainly to the measures taken in favour of agriculture, the econotnic 
situation of the Danish farmers has improved of late. Also of great import- 
ance, however, has been the fact that the fall in the prices of agricultural 
products, which was one of the principal causes of the crisis, has gradually 
given place to a certain rise. 

Norway. 

The Debts Commission estimated the agricultural mortgage indebtedness 
of the country in 1926 at 1,471,000,000 crowns, which corresponds to 32 per 
cent, of the value of the rural holdings. The total agricultural debts amount 
to 47.5 per cent, of the free market value of the farms. The Central Statis- 
tical Bureau has made an enquiry in typical regions of the country. The farms 
forming the subject of this investigation numbered 150,000, that is, half the 
total number. Their aggregate indebtedness (lands and forests) amounts to 
45 per cent, of their value. The debts are for the most part mortgage debts 
(80 per cent.). The small holdings are, generally speaking, the most heavily 
burdened. * 

It must be noted that, in recent years, the farms that have been forcibly 
sold by the creditor banks, have almost always been afterwards resold to their 
former owners or to relations of the former owners and that only a minority 
of farms is overburdened with debts. Thus nearly 50 per cent, of the total 
indebtedness affects only 20 per cent, of the farms. 

On 29 June 1934, a provisional law. No. 12, on the adjustment of the debts 
of farmers was promulgated in Norway. The fundamental provision of this 
law is the establishment of an agricultural credit bank formed of two sections, 
the section for the adjustment of debts and the section for the conversion of 
loans guaranteed by mortgages on farms (i). Each section has at its disposal 
a working capital formed out of State funds. 

The loans are granted for the voluntary or compulsory regulation of debts. 

Loans of the first kind may be granted to farmers who cannot, by other 
means, obtain a loan on reasonable terms, on condition that the loan should 
be utilised to negotiate an arrangement for the extinction of the existing debt. 
This condition is imposed with the object of enabling the applicant to keep 
possession of the property that he risks losing in the event of foreclosure or 
distraint. To put him into a position to fulfil his engagements after the ar- 
rangement above mentioned, the banks even grant loans for the acquisition of 
farming requisites and for the repair of buildings, where that is necessary with 
a view to the scientific farming of the holding. In the event that the applicant 
has occupied or occupies several independent holdings, the loan bank as a rule 
only assists him to keep a single holding. The loans granted for the voluntary 
adjustment of debts cannot exceed 15*000 crowns, and, further, they must not 


(i) In accordance with an amendment contained in a Law of 25 June 1936, conversion loans 
may also be granted for the redemption of debts not guaranteed by mortgages. 
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exceed 30 per cent, of the value of the farm as valued by a special committee. 
The loan once paid, the total mortgage debts and the remaining obligations of 
the applicant must not exceed a certain limit, so that he can be considered 
capable in the future of meeting his engagements. As a rule, the debt must not 
exceed the value of the applicant’s real property by more than 20 per cent. 
The loans for the voluntary adjustment of debts will be guaranteed by a 
mortgage on the farm including the implements, the machines, the livestock, 
the crops and the manures which are on the farm and remain on it. 

In the event that a farmer has not been able to come to a voluntary 
arrangement on the basis of the prescriptions outlined above, the council of 
administration of the loan fund can authorise a compulsory arrangement for 
the reduction of debts. It is, however, necessary for the application of this 
measure that the arrangement proposed by the debtor should be equitable in 
the opinion of the council of administration and that the mortgage debt 
burdening the property of the debtor should not be larger than the probable 
selling price. If the amount of the mortgage debt exceeds the probable selling 
price, the administration of the loan bank must insist that a reduction of the 
debt shall be obtained. 

The section for the conversion of debts of which we have just .spoken can 
only grant a loan in the event that, without such a loan, the farmer would 
lo.se his farm, or in order to give him the possibility of freeing himself from 
a mortgage debt on which the rate of interest is higher than he is in a pos- 
ition to pay. lyoans of this kind cannot exceed 25,000 crowns and they must 
not represent more than 30 per cent, of the estimated value of the farm. The 
loan will be guaranteed by a mortgage on the land owned by the borrower, 
up to a limit of ^ 3 o per cent, of the estimated value. In cases in which a farmer 
is granted out of the fund both a conversion loan and a loan for the voluntary 
adjustment of his debts, the total amount of the two loans must not exceed 
15,000 crowns. 


Sweden. 

The Central Bureau of Statistics carried out in 1933 an enquiry into the 
indebtedness of the farmers. The number of farmers whose position was inquired 
into was 368,655. It resulted from the inquiry that their distribution according 
to the percentage of indebtedness incurred to meet farming expenses was as 
follows: 

no debts; 

debts up to 10 per cent, of the total assets; 

» from 10 to 25 p^r cent, of the total assets; 

» M 25 » 50 » » » 

)) » 50 » 75 » » 

» » 75 » 100 » » » 

» of more than 100 » » 

The average of all the debts was 41.6 per cent, of the total assets. 


26.3 per cent, had 

7.4 per cent, had 

II. I » » 

17.9 » » 

15.7 _ » )) 

I2.I » » 

9.5 » » 
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The Statistical Yearbook of Sweden (i) publishes in addition the following 
figures on the aggregate mortgage debt of agricultrire at the etid of the years 
indicated: 


Percentage 

Year Crowns of the 

assessed value 

1913 ................ 2,287,330,008 47-6 

1918 2,782,065,091 36.8 

1922 4,359,882,914 46.0 

1928 . 4,850,288,521 47.4 

1932 4>896, 557^000 46.3 

1933 5,000,935,000 49.0 

1934 5,021,138,000 48.8 


As the crisis deepened, the State was obliged, in 1932, to grant a sum of 
15,000,000 crowns, partly for what are called “ agreement loans " and partly 
for what are called assistance loans. Parliament decided in 1933 to grant 
such loans also during the period r July 1933 to 30 June 1934 and assigned 
for that purpose the sum of 10,000,000 crowns. In regard to the agreement 
loans it was laid down that the creditors who take part in the agreement may 
receive, in place of 60 per cent., as previously, 70 per cent, of their total claims. 
As to the assistance loans, according to the new provisions their amount was 
reduced to 750 crowns and they must be used primarily for the payment of 
debts other than those relating to loans from the State loan fund for small 
holdings. 

In 1934, Parliament again voted 8,000,000 crowns to be used during the 
financial year 1934-35 for agreement loans and assistance loans. 

Ivastly, for the special assistance of the indebted farmers, Royal Order No. 277 
was issued on 7 June 1935. It provides that for this purpose loans may be 
granted for the conclusion of agreements and, in the second place, for preventing 
the forced sale of the real property of the debtors or of their dead or live stock. 
The loans granted with a view to the conclusion of agreements cannot exceed 
the sum of 800, crowns. Toans granted in order to prevent forced sale cannot 
exceed 30 per cent, of the value of the real property of the debtor. During 
the first two years, the loans are free of interest; the rate of interest is after- 
wards fixed at 4 per pent. 

In general, the position of agriculture from the point of view of indebtedness 
has appreciably improved since 1933, owing to the favourable movement of agri- 
cultural prices and to the measures taken on behalf of agriculture by the State. 
The debts of the farmers to commercial banks amounted. In fact, in March 1932, 
to 319,000,000 crowns and in August 1934 to 284,000,000 crowns. Moreover^ 


(i) SxATisTiK Arsbok fOr SVERIGE, 33Td year, 1.936, Central Bureau of Stati8tic$ of Sweden. 
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the number of bankruptcies amongst farmers, which numbered 846 in 1932, 
fell in 1933 to 574 and to 221 in the first half of 1934. 

A Royal Commission is now engaged in studying the problem of agricultural 
debts. 


Finland. 


During the crisis, agriculture suffered so much that the farms that for their 
working had had recourse to borrowed capital found themselves in a very difficult 
position. The proof of this was the number of forced sales, which was as follows 
in the period 1931 to 1935: 


1931 

1932 

1933 

1934 

1935 


1,623 

2,526 

3,296 

2,651 

2,020 


The aggregate indebtedness of agriculture was estimated at tj|e end of 1929 
at 5,920,000,000 Finland marks. Out of this sum, 1,135,000,000 marks, or only 
20 per cent., represented long term loans, while the remainder consisted of 
short term loans. This compelled the Government to contemplate in the first 
place the conversion of short-term debts into long-term debts. 

For this purpose (i), a law was voted in October 1931 concerning the 
reorganisation of the Fand Mortgage Bank [l\Iaankiinteistdpafiki), by which 
its capital was raised from ’4,000,000 to 20,000,000 marks; of this sum, 8,000,000 
marks was subscribed by the Government, which was also authorised to guarantee 
the bonds issued by the Bank up to the amount of 200,000,000 marks. The 
Fand Mortgage Bank could grant to distressed farmers mortgage loans up to 
70 per cent, of the value of their real property and up to 30 per cent, of the 
value of their personal property and of forests. It soon became clear, however, 
that satisfactory results could not be obtained unless these limits were consider- 
ably extended. - Consequently, a new law on the consolidation of agricul- 
tural indebtedness, dated 17 PVbruary 1933, authorised the Fand Mortgage 
Bank to grant loans up to 90 per cent, of the value of the farm and, in the 
event that the farm of an applicant for such a loan were forcibly sold by auction, 
to buy in the farm in question and to transfer it to the former owner or to 
his representatives. At the same time the capital of the Bank was raised to 
30,000,000 marks, of which 18,000,000 marks were subscribed by the Govern- 
ment; the guarantee of the Governeinent for bonds to be issued by the Bank 
was extended to 300,000,000 marks. 


(i) J. K. KONTTINEN, B. C. L., CouncUlor of the Ministry of Agriculture: Measures for Combating 
the Agricultural Depression in Finland. Helsinki, 1936. 
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The operations for the consolidation of agricultural debts, which had been 
. begun in 1931, were continued up to the end of 1936. The iLand Mortgage 
Bank began this work in October 1931, and the number of applications for loans 
received up to the beginning of 1936 was 18,493, of which 6,818, for a total 
sum of 459,400,000 marks, were approved. 

In 1934, a law, dated 10 January, authorised the Bank to extend its sphere 
of operations and to buy in the farms sold at any forced sale by auction. With 
certain exceptions it had, moreover, the right to pay the purchase price in the 
form of bonds guaranteed by the State at their nominal value, unless the cred- 
itors consented to leave the capital sum due to them as a permanent loan 
up to the end of I935, at a fixed rate of interest bearing a reasonable propor- 
tion to the current rate of interest on deposits. The farm bought in by the 
Bank is, partly or wholly, either transferred against a mortgage guarantee to 
its previous owner, his wife or his relatives, if these persons are fit to assume 
this responsibility and have the intention to make of the farm their principal 
means of livelihood, or else taken over by the State for purposes of colonisation 
on payment of the same price as that at which the farm had been bought in 
by the Bank. 

From January 1934 to the beginning of 1936, the hand Mortgage Bank 
bought in 2,36# properties at the price of 123,600,000 marks. 

By yet other measures, provision has been made for improving the situation 
of the indebted farmers. Thus a law voted in January 1930 on forestry under- 
takings enables the owners to obtain long-term credits on the security of their 
forests. 

A measure voted in February 1932 provided that an arrangement could be 
imposed by a majority of creditors on a dissentient minority. 

Tastly, another law, voted in April 1932 and intended to remain in force 
up to the end of 1936, forbids the levying of distress on the agricultural imple- 
ments indispensable for the cultivation of the land. 

It must be said that latterly the position of the farmers has improved to 
such an extent that between 1932 and 1934 the average net return per hectare 
for the whole country increased from 474 to 528 marks and the return on 
the capital invested from 4.6 per cent, to 6.1 per cent. 

The index-number of the prices of animal products rose from 70 in 1934 
to 75 in 1935 and to 80 in February 1936 (1926-28 = loo). The price index 
of agricultural products was also 70 in 1934 and 75 in 1935, but 79 in February 
1936. 

The prices of forest products also show a tendency to increase. 

While the agricultural return rose between 1933 and 1935, the rates^ of inter- 
est fell, particularly to the advantage of the indebted farmers. In fact, while 
they had to pay at the beginning of the depression 8 to I2 per cent, interest 
on their debts, they can now obtain loans at from 5 to 7 per cent.; the State 
can even grant loans at lower rates of interest in special cases. 

{to he continued). 
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ECONOMIC CONDITIONS AND POLICIES AFFECTING 
AGRICULTURE DURING THE WORLD ECONOMIC DEPRESSION 

PHASES OE THE DEPRESSION AND RECOVERY IN AUSTRALIA 

{concluded) * 

IV. — First phase. Resistance. 

We have previously noted that the Federal Government already before 
1929 was beginning to doubt whether the Australian tariff policy, which had 
become almost an article of faith among the bulk of the Australin people was 
not requiring some kind of investigation and revision, and whether tariffs should 
not be reduced, or at least whether any further rises should be checked. Not 
only in the sphere of tariff policy but also in various other spheres of Australian 
economic organisation doubts on the part of the Government were. being expressed. 
The Government was actually defeated at the end of 1929 on the proposal to 
abolish the Federal Arbitration Court and to hand over industrial relations to 
the States. The ensuring election returned the Labour Opposition, which 
was pledged to uphold Australian standards of life by the traditional Australian 
methods of heavy tariffs and high wages, held to be means of preventing unem- 
ployment and a decrease in purchasing power of the people. It is therefore 
understandable that the first attempt to overcome the crisis should, coincident 
with its outbreak, involve a policy of resistance rather than of adjustment. 

One means of resistance however was also a means of overcoming one aspect 
of the crisis, t.e., the tariff was one means of reducing the adverse balance of trade. 
The first changes in the tariff made by the new Government in November and 
December 1929 were of a more or less straightforward protective character. 
As however the crisis in the balance of payments developed in 1930, additional 
measures of import restriction of an emergency character were adopted. In 
April an emergency tariff was introduced which completely prohibited certain 
imports, rationed others and imposed a 50 per cent, surtax on the duty already 
obtaining on a third class. This measure primarily affected goods of a luxury 
character or which were not regarded as indispensable, though certain kinds of 
agricultural machinery were affected. The measure was definitely asserted to 
be temporary and to meet an emergency which was expected to pass. 

As we have seen, however, the emergency had reached its gravest point by 
the middle of 1930, and consequently in the ensuing year further steps of the 
same character were taken. The Jtdy 1930 Budget imposed a new kind of 
duty called a primage duty which was in fact but a simple import duty 
of 2 % per cent, ad valorem on all imports, with a few exceptions. At the same 


• For the first part of this article, see previous number of this BulleUn (Jamiary 1937). 



time a “ sales-tax ” of another 2 ^ per cent, was imposed on all goods, but a 
number of exceptions including most agricultural staples and a number of house- 
hold goods were made. In November 1930 the primage duty was increased 
to 4 per cent, whilst more tariff increases occurred on manufactured goods, 
many of them normally purchased by farmers. 

Two other factors, however, were working during the year to turn an unfav- 
ourable balance of trade into a favourable one, factors which in a sense were 
remedies provided by the crisis itself, namely the depreciation of the exchange 
and the falling off in internal income. At the end of 1929 Australia was effect- 
tively driven off the gold standard. By March 1930 the rate of exchange was 
£106 6 s.'^d. Australian to £100 sterling. The peculiar interaction of economic forces 
during the crisis is illustrated by the fact that whereas tl^e depreciation of the 
exchange niade imports more expensive and was one of the main influences re- 
ducing imports, at the same time it increased the burden of Australian debt. 
The drop in national income in 1930-31 could be reckoned at a further £80 
millions, and this too inevitably reduced imports. 

The decline in imports which thus resulted chiefly from the pure economic 
force of the crisis and only partly as a result of Government policy amounted 
to about £70 million, imports in 1930-31 equalling only £60.6 million as 
compared with £130.8 million in 1929-30 (i). Exports also however dropped 
very considerably, as a result of further heavy falls in the oversea prices 
of wheat and wool and in spite of the fact that the quantity of wheat 
exported more than doubled as a result of a record harvest. In 1929-30 ex- 
ports of merchandise and non-monetary gold had equalled £100.1 million. 
In 1930-31 they fell again to £79.1 million. Exports thus exceeded imports by 
£18.7 million. This was not indeed sufficient to meet overseas interest obli- 
gation, apart from the short term obligations. During the year however 
another £10 millions of gold were exported leaving a deficit of some £4 million 
on current transactions including gold shipments. 

Thus so far as the control of imports was concerned policy and circumstances 
occasioned a necessary reduction. Neither policy however nor general circum- 
stances were favourable to an easy solution of the other major problems which 
have been indicated. 

The problem of Government finance which resulted from the crisis is of 
interest here principally in respect to the light it throws on the dominant tend- 
encies throughout the crisis both of policy and of the general situation. We 
cannot here indeed discuss the correctness or otherwise of various theories of 
public finance during a crisis, particularly the opposing views which hold, either 
that during times of depression Governments should uiake every effort to 
balance their budgets by cutting down expenditure or that Governments should 
endeavour to keep up economic activity by increased expenditure, even if 
this leads to unbalanced budgets. Australia however has been of interest to 
practical producers and to theorists in that it has provided some sort of testing 


(x) British currextcy values. 
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ground for both theories, though, owing to the difference in circumstances in 
1932, as compared with 1930 and 1931, the result has been somewhat inconclusive. 
The Federal Fabour Government was indeed returned not explicitly on the second 
theory but on a programme which would, in the crisis conditions ruling, involve 
such a theory. 

The difficulties of the Government were already in February 1930 such 
that an appeal for credit in London led the Bank of Bngland to send out Sir 
Otto Niemayer to study the situation and advise the Australian Government. 
By the time he arrived, in July, the financial year had ended with the deficits 
mentioned above and short term internal and external indebtedness had mounted 
up. Sir Otto Niemayer ’s advice was straightforwardly deflationary. At a 
Premiers' Conference in Melbourne he painted a black picture, describing, 
current deficits and future obligations and attributing much of Australia's 
difficulties to the high level of costs as a result of tariff policy . The represent- 
atives of the seven governments then declared their fixed determination to 
balance their respective budgets. " It should be noted that this policy was 
more acceptable to governments which represented parties which were in a 
minority in the Commonwealth Parliament than to the Federal Government 
itself. Indeed in July the Commonwealth Government, after having declared 
a deficit for 1929-30 then proposed to increase expenditure in 1930-31 by nearly 
£3 million. The New South Wales Government was later defeated on the 
programme of the conference, and the Labour Government of Mr Lyons took 
its place, thereafter New South Wales becoming the centre of resistance to a 
deflationary policy. 

In spite therefore of the officially stated policy of deflation the gap between 
revenue and expenditure was allowed to continue to increase. By 31 De- 
cember 1930 the deficits of Commonwealth and States together for the half 
year amounted to £22.7 million, which has increased to £36.7 million in 
April 1931. Suggestions made at a conference of Prime Ministers in hebruary 
1931 to reduce Government expenditure b^^ £15 million over three years 
were rejected. The Federal Government treasurer put forward proposals to 
reduce the gold backing of the currency and to expand credit. This plan was 
prevented however by the Senate from being put into operation. The same 
tendency was even more evident in New South Wales, where a movement 
developed which favoured default on overseas interest rather than the reduction 
of expenditure, and which actually resulted in the State defaulting from March 
1931, the debt being, however, settled by the Federal Government. The finan- 
cial year finished with total budget deficits of £31 million whilst the floating 
debt had risen to £58.7 million. 

In some countries an inflationistic financial policy involved in the sphere 
of production a complementary policy of restrictionism designed to maintain 
prices. In a country whose exports form an important part of the total produc- 
tion the success of such a policy depends on the country being able to influence 
World prices to a sufficient extent to make it worth while, or to be able to com- 
pensate for the loss of external trade in some other way. In this first period 
of crisis in which there was as yet no possibility of international agreement to 



restrict supplies as a whole, Australia considered, undoubtedly correctly, that 
the conditions necessary for a policy of restrictionism were not present. It is 
interesting to note a distinction, which is often made by Australians, between 
the progress of Australian agriculture since the war and the progress of some 
of her competitors, particularly the North American, namely that the growth 
of Australian agriculture was less occasioned by the war than by natural econ- 
omic conditions which may be regarded as permanent, whereas the growth 
in some parts of North America was particularly due to war and post war con- 
ditions and the European decline, and would necessarily be checked as Europe 
recovered. Another argument which also was responsible for the lack of faith 
in restrictionism was that whereas, given world conditions, restrictionism would 
not succeed in appreciably improving the situation, it would effectively prejudice 
the recovery since the stocks held would burden the market at the first signs of 
recovery. Again, Australia’s position as a debtor country precluded measures 
which would reduce her export trade. 

Be that as it may, it is important to note that Australia has held almost 
throughout to a policy of maintaining production and keeping carry-over at 
a minimum . Australian policy in this fidd has throughout been one of maintain- 
ing increasing supplies as much as nature would allow, in the hope that a large 
supply would offset the fall in price. The Governments of all periods favoured 
a policy of making up by various forms of relief the losses to the farmers 
made on an increased production rather than to pay probably equally large 
sums to farmers to restrict production. It was . considerations such as these 
that led-to- the campaign encouraged by the Government to grow more wheat 
in 1930-31. The area under wheat rose from 15 million acres in the previous 
year to 18.2 millions. The yield- also’ was higher than normal, with the 
result thkt* tbe crop increased enormously, from 127 million bushels to 214 
millions. 

Farmers had indeed been encouraged to believe that they would receive some 
kind of bounty or a guaranteed price, for the 1930-31 season. Though various 
schemes of this were put forward none were adopted, partly through oppos- 
ition to the technical features of the scheme and partly as a result of the 
financial stringency in 1931. It was only at the end of 1931 that plans were 
made for distributing something like £300,000 on the 1931-32 crop. In spite 
of the enormous increase in production the gross value of the crop in 1930-31 
was less than in the previous season. 

The wool clip similarly was higher than in the pre-rcrisis years, though it 
fell by 2.4 per cent, compared with 1929-30. Prices fell down to the beginning 
» of 1931 and the clip fetched £27.6 million as compared with £33.9 million 
in 1929-30, a decline qf 18.4 per cent. The absence of a restrictionist policy is 
shown by the fact that in July 1931 only 47,000 bales remained unsold, out of 
a clip of 2,800,000 bales. Again, the 1931-32 clip was almost entirely disposed 
of by November 1932. It is interesting to note that in June 1931 a Wool 
Conference held at Melboutne adopted a resolution to the effect that any 
scheme which has as its basis an arbitrary fixation of prices would not be in 
the general interests of the wool growing industry.” 
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In spite of price falls exports of mutton and lamb and of butter increased 
considerably during the whole period of the crisis, compensating the falling off 
in frozen beef exports. 

The general situation of the farmer continued to worsen, particularly since 
costs obstinately refused to follow prices. Even by the middle of 1932 costs of 
wool were still estimated to average about per lb., whilst the price in 1930- 

1931 had only averaged 8.36 pence per lb., and in 1931-32 8.46 pence per lb. 

V. — Second phase: Compulsory adjustment. 

In the first half of 1931 a number of events occurred which indicated that 
adjustment to the crisis as opposed to resistance to it was beginning to be 
imposed by force of circumstances. The Federal Arbitration Court, which is 
the highest wage fixing authority in Australia (i), awarded reductions of wages 
amounting to 10 per cent, over a wide group of occupations, in which wages 
were governed by the cost of living. The court did not confine itself to adjust- 
ing wages according to statistical movements but took also into account facts 
such as the decline in national income, the growth of unemployment and the 
general worsening of the economic situation. This measure was the signal 
for a series of such reductions by the various State courts, throughout 1931 
and 1932, with the exception of New South. Wales, where, as we .have noted, 
resistance to adjustment of a deflationary kind w^as strongest. It lasted indeed 
until the removal from office of the Prime Minister in March 1932 by the State 
Governor. 

The second event was the fixing of the exchange rate at the low level of 
£Ai 30 to £100 sterling at the end of January 1931. This again was. a measure 
imposed by circumstances, and not the result of a clearly thought-out policy. 
In October 1930 the rate had been “pegged" by the Commonwealth Bank 
at 9 per cent, discount. But as the demand for sterling grew, the pressure on 
the exchanges increased, and an “ outside " market in sterling began to develop. 
At the beginning of January 1931 the Bank of New South Wales began buying 
at 15 per cent, discount. Even this did not stop the fall on the outside market 
and in the course of three w^eeks the official rate was then changed to 18, 25 and 
finally 30 per cent, discount, where it remained until after Great Britain had 
left the gold standard. 

Thirdly, it had become quite clear that, for the time being at least, there 
was no further possibility of raising loans in I^ondon. The Commonwealth 
Prime Minister, who was in Eondon attending the 1931 Imperial Conference 
and who at the same time was prospecting for loans, was unable to overcome 
the distrust in the financial soundness of Australia, nor, in view of the inflationary 
programmes being put forward in Australia, could he persuade London that 
the necessary efforts were likely to be made to put Australia on a sound 
financial basis. Help therefore from this side was not to be expected. 


(1) The court has jurisdiction however only in cases of national awards or inter-state disputes. 
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A similar attitude of distrust on the part of the Australian banks was 
manifested at the end of 1930 and again in April 1931. A statement was made 
at the end of 1930 by a meeting of the Banks, called by the Gommonwealth 
Bank, to the effect that '‘ unless effective steps are immediately taken by the 
Governments of Australia to balance their budgets and reduce costs, the time 
is coming when banks and other financial institutions will be unable to assist 
the Governments to meet salaries, wages and other commitments except at the 
expense of widening the gap already in existence between the costs and the 
returns from Australian industries. It protested that if Government demands 
on the banks continued they would be obliged more drastically to cut down 
credit to producers. “ The banks are unable to accept such a policy as sound, 
and can accept no responsibility for the consequences which must inevitably 
follow unless there is drastic curtailment of Government expenditure and an 
active co-operation by Governments in the reduction of costs. ” In April 1931 
a further warning was made by the banks in the light of the deficits which 
were visible, pointing out the further growth of financing by Treasury Bills. 

These circumstances indicate the background of pressure out of which mater- 
ialised the so-called “ Premiers’ Plan ” of 1931, which manifested the practical 
acceptance on the part of all Governments — other than that of New South 
Wales — of the necessity of a deflationary policy. The plan itself was based 
on a report prepared by a number of economists and financial authorities and 
discussed at a Premiers’ Conference beginning in May 1931 and lasting for 
three weeks. 

Since this plan embodied the most important measures of policy during the 
next three years, it is well to describe it in detail. According to the report 
embodying the plan, national income had fallen by £200 million; and Govern- 
ment finance had suffered in consequence. Deficits of the seven Governments 
were expected to amount to £31 million for the financial year 1930-31. Deficits 
had hitherto been met by bank overdrafts. The Commonwealth Bank had 
notified the Government that the limit to that process had been reached. The 
Governments were threatened with being unable to meet their obligations — in- 
terest salaries, etc. 

“ The Conference has, therefore, adopted a plan which combines all possible 
remedies in such a way that the burden falls as equally as possible on everyone, 
and no considerable section of the people is left in a privileged position. ” 
The plan included, in summary: 

(a) A reduction of 20 per cent, in all adjustable Government expenditure. 

{b) Conversion of the internal debts of the Governments on the basis 
of a 22 14 cent, reduction of interest. 

(c) The securing of additional revenue by taxation. 

(d) A reduction of bank and savings bank rates of interest in deposits 
and advances. 

(e) Relief in respect of mortgages. 

These measures were estimated for 1931-32 to reduce expenditure by £12 
million, to increase Federal taxation by £7.5 million, to reduce the interest 
burden on the budgets by £5.5 million. The combined! effect will be to re- 
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duce the estimated total deficits for 1931-32 from £40 million to only £15 
million. " 

“ These very substantial reductions will go far to restore confidence both 
at home and abroad. This restoration of confidence, with the indirect effects 
of the fall in the rate of interest, may be expected to restore revenue, even to 
some extent in 1931-32, and substantially in the years following. A rise in world 
prices for our exports would accelerate the upward movement, and this rise may 
reasonably be expected within the next two years.... 

With this prospect, and confidence restored, there would be no difficulty 
in borrowing temporarily to meet the deficits as substantially reduced. 

“ The deficit includes £10.6 million additional charge on overseas interest 
and external payments on account of exchange. If the exchange rate falls, 
there will be a corresponding decline in the deficit. On the other hand, if the 
present exchange rate is maintained its full effect in keeping up local prices and 
incomes will have a beneficial effect on Government revenues. ” 

Thus the plan, which consisted in reducing Government deficits, expected 
this to have an effect primarily on confidence, which would enable necessary 
borrowings to be maintained. By endeavouring to encourage a policy of cost 
reduction, and with the aid of the beneficial effects of the exchange and of a 
rise in external prices, the Governments hoped that the major features of the 
crisis would have disappeared. The plan itself therefore was deflationary, but 
based its prospects of success on external factors which would lessen the severity 
of such deflation. Broadly, as the sequel will show, the recovery did occur in 
in this manner. Governments did reduce their deficits, but short term borrow- 
ings actually increased, the action of the exchange caused a more favourable 
movement in prices, and eventually world prices themselves began to rise with 
favourable results on the Australian economy. 

The possibilities of applying this plan were increased by the return, at the 
general elections in December, of a new Federal Government, under Mr. Lyons, 
the leader of the United Australia Party which was pledged not only to apply 
the Premiers' Plan in full but to carry out that revision of the tariff which already 
in 1929 had been shown to be necessary", tariff revision and reduction thus being 
recognised as part of the process of reducing costs of production in agriculture. 

VI. — Conditions and policies after the initiation 
OF THE Premiers' plan. 

Thus already by the end of 1931, Australia appeared to be well on the 
way to the solution of that part of the problem, brought by the crisis, which was 
of a financial character. This could not however mean an immediate and wide- 
spread recovery in internal economic conditions. The conditions necessary to 
financial recovery were not directly compatible with the wider economic recovery. 
Indeed it can be asserted that the opposite was the case, that retrenchment of 
Government expenditure would at least temporarily worsen the situation. 
Again, the exchange depreciation, valuable as it was in restoring the necessary 
active balance of trade was, at the same time, by diminishing imports, bound 
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to reduce industrial and distributing activity. Thus it was that industrial 
unemployment continued to rise after the initiation of all the policies of wage 
reduction, Governmental economy and exchange depreciation. The percent- 
age of the members of trade unions unemployed had risen from ii per cent, 
in 1929 to 19.3 per cent, in 1930. In the first quarter of 1931 it had risen 
again to 25 per cent, and by the third quarter of 1931. to 28.3 per cent. It 
was not until the third quarter of 1932 that the tendency was reversed, the per- 
centage falling from 30.0 per cent., the maximum reached in the second quarter 
of 1932, to 29.6 per cent. Thereafter the fall continued regularly down to the 
present. 

Again, . though the reduction in costs throughout the country was likely * 
to improve .the situation of the farmer, without the repercussions from the 
decline, in purchasing power having as serious an effect as in industry, which is 
entirely dependent on the home market, conditions in the overseas world, far 
from showing a tendency to improve, were, throughout 1931, steadily worsening. 
1931 was the year of banking and currency collapses in Europe and in the 
East;, in'’ fact In all Australian markets. After a series of banking failures on the 
European continent and after the British financial structure began to appear to 
be shaken, Great Britain abandoned the gold standard; and was followed by a 
whole series of countries which depended to a large degree on the British market, 
or which wished to maintain their competitive capacity on other markets to 
which British countries were exporters. Those few countries which did not 
abandon the gold standard intensified their protective policy and in some cases 
adopted systems of exchange control which enabled them to discriminate in fay our 
of “ good customer ” countries or against “ bad customer countries. Australia, 
whose currency was already depreciated with respect to sterling by 30 per cent., 
did not want a return to parity, and consequently in December 1931 adopted the 
rate of £Ai25 to £100. This, it should be noticed, involved an increase 
in the discount on gold, a fact which contributed subsequently both to the 
strained relations between Australia and the gold countries and towards the intensi- 
fication of the system of Imperial Preference to which Australia had already sub- 
scribed since the war. In January 1932 the price of Australian wool was 9.4 
pence per pound in Australian currency, 7.5 pence per pound in sterling and 
5.3 pence per poqnd in gold. If Australian goods were cheap to the countries 
of the gold bloc " their gpods were expensive to Australia. It is small wonder 
that Australia was the subject of special import duties and regulations by Euro- 
pean countries in the very years in which it was emerging from the depression. 

The chief point however with which we are here concerned is that in spite 
of certain favourable tendencies and of a policy of adjustment tp the crisis, 
internal economic recovery was likely to be delayed owing to the worsening of 
the situation in overseas markets and a diminution in the purchasing power of 
European countries whether through exchange depreciation or protective measures. 

Before the end of the fiscal year 1931-1932 it had become clear that the 
problem of the balance of trade had been solved. The year ended with a fav- 
ourable visible balance (excluding monetary gold) of £35 million sterling. 
Some £5 million sterling monetary gold were exported, giving a total favour- 
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able balance of £40 million much more than sufficient to pay overseas interest, 
and making possible the building up once more of London reserves necessary 
to meet the requirements of small harvest years. Still measured in sterling, 
merchandise exports declined from £76*5 million to £ 75*5 million but im- 
ports declined from £60 million to £44.11 million. 

The effects of the exchange rate can be seen particularly clearly from the 
following figures of exports and imports (including all gold) expressed in British 
currency values and in Australian currency values. 


Year 

Total imports 

Total exports 

Balance 

£ million 

£ A million 

£ million | 

£ A million 

£ million j 

£ A million 

1929-30 • ...... 

131.I 

131. 1 

125.1 

125.1 


6,0 

— 6,0 

1930-31 

68.8 

61.0 

104.9 

89-3 


36.1 

4- 28.3 

1931-32 

570 

44-7 

108.4 

•85-3 , 


50.6 

4 40.6 


Thus in both years 1930-31 and 1931-32 when, as we have seen, the trade 
balance became active, total imports declined, measured in both sterling and Au- 
tralian currency, but in each year more heavily in terms of sterling. On the 
other hand, whilst total exports, measured in sterling, somewhat declined in 
both these years, they actually rose in 1931-32, measured in Australian currency, 
for the first time since the outbreak of the crisis. The increase was indeed 
small but the signifiance lies in the tendency and the additional currency made 
available to exporters. It will be noted that in 1931-32 Australia received an 
additional £23.1 million through the depreciation of the exchange. 

The exchange depreciation did not cause a durable price rise in the principal 
agricultural export products of Australia, though these had shown a favourable 
tendency at the end of 1931. Rather, it is important to note, the depreciation 
prevented the steep fall of prices on the world market being transmitted to Aus- 
tralia. Thus average prices of greasy wool expressed in Australian currency, in 
sterling and in gold moved as follows: 



Australian 

Sterling: 

Gold 


currency 
Pence per lb. 

Pence per lb. 

Pence per lb. 

1929-30 


10.29 

10.29 

1930*31 

8.36 

6.96 

6.96 

1931-32 

8.46 

6.69. 

5. TO 

1932-33 

8-72 

6.98 

4.84 


Thus whereas prices in Australian currency somewhat rose, prices were still 
falling in sterling and gold, most heavily of course in the latter. Again, wheat 
prices rose from an average of 2s. 5 bushel in 1930-31 to 3s. o ^l^d. in 

1921-22. Whereas sterling prices also rose somewhat as a consequence of the 
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abandonment of the gold standard by Britain^ gold prices continued their pre- 
cipitous decline. 

The solution of the internal agricultural problem still depended fundameht- 
ally on a better relationship between prices and costs. So long as prices re- 
mained at the 1931 and 1932 levels hope could chiefly be expected from cost 
reductions. 

The process of cost reduction which had been shown botji in theory and prac- 
tice to be so necessary was accentuated with the application of the Premiers^ 
Plan. Wages, as we have seen were being reduced throughout 1931 and 1932. 
In the same period certain adjustments were made in other directions tending 
to reduce the burden of transport and marketing costs. In various States reduc- 
tions were made in railway freights. The clauses in the Premiers’ Plan re- 
lating to interest rates occasioned appreciable relief to farmers, whilst in some 
States moratoria and other forms of debt relief were granted by legislation. 
In accordance with this general tendency was the removal or reduction of a num- 
ber of the special tariff provisions which had been introduced under the pressure 
of the crisis in 1930 and 1931. Beginning in February 1932 and continuing 
in August and September of the same year, and subsequently, a number of articles 
on the lists affected by prohibitions, primage duty and surtax were exempted. 
One part of the declared programme of the new Goverment which came into 
office at the end of 1931 was a substantial reduction and revision of the tariff, 
and a start was indeed made in this direction. But before this movement went 
very far tariff policy became dominated — as in the rest of the world — by 
another purpose. The aim of cost reduction through tariff revision became 
secondary to the aim of securing an assured export market through tariff bar- 
gaining. The Ottawa Agreements of August 1932 resulted, in an intensification 
by Australia of the policy of British Imperial Preference which it had pursued 
since the foundation of the Commonwealth. In return for concessions offered 
by the United Kingdom Australia increased the tariff preference on a long list of 
goods ~ not however by reducing the British Preferential tariff, but by increas- 
ing the General tariff affecting goods of non-British origin. Tariff and trade 
policy in the period succeeding the Ottawa tariff did not follow very clear 
lines. Reductions in the general tariff which were proposed during 1932 and 
1933 were not finally made effective until the end of 1933. On the other hand 
the policy of protecting particular industries both against British and foreign 
competition continued, particularly in the case of cotton textiles. On the 
whole, however, the tariff began to show by 1933 a slight downward movement (i). 
But the most consistent feature was the preference given to the United 
Kingdom producer over foreign rivals. In a number of cases the preference on 
individual items was increased. One of the most interesting 'examples of prefer- 
ence was the Exchange Adjustment Act which resulted from an enquiry of the 
Tariff Board into the protective effects of the exchange rate. The Board expres- 
sed the view that “ The exchange... has increased the protection afforded local 


(i) Crawford. The Tariff Level Indices. The Economic Record t934» 



ECONOMIC CONDITIONS AND POLICIES AFFECTING AGRICULTURE 63 E 


industry well above the rates which must have been considered reasonable 
when adopted by Parliament. ” (i) 

The Act, assented to in December 1933 provided however for certain down- 
ward adjustments of duties only in the case of goods to which the British 
Preferential tariff applied. The reductions were to vary according to the ex- 
tent of the depreciation. These various forms of discrimination against foreign 
countries as well as the application of a number of dumping duties, undoubtedly 
were partly responsible for a number of retaliatory measures taken by some Eu- 
ropean countries during 1934 and subsequently. As the events of 1936 show, 
Australia has not yet emerged from the period of tariff disputes (2), which have 
particularly characterised the depression. 

The progress towards the solution of the external problems which has been 
noted and the prospects of restoration of sounder internal conditions tended 
to make more appropriate an agricultural policy which helped to tide farmers 
over the crisis, rather than a fundamental re-organisation. This was parti- 
cularly the case as regards the second most important branch of agriculture — 
wheat growing. Thus, side by side with the other forms of relief granted, bount- 
ies were given in 1931-32 and 1932-33 amounting to £3,414.000 in the former 
year and £2,000,000 in the latter year. In 1931-32 the bounty was given on 
wheat sold, and in 1932-33 on the area cultivated. These measures were not 
designed to secure an increase in production. The area under wheat indeed 
declined from 18. i million acres in 1930-31 to 14.7 million in 1931-32 and to 
15.7 million in 1932-33. In this latter year however the harvest was as large 
as in 1930-31, 213 million bushels. Proposals which were put forward in 1933 
to adopt a plan for wheat growers which had been in operation for some years 
in other less important branches of agriculture, a plan which consisted in 
maintaining home prices above the world prices (in this case through a compulsory 
pool) was not adopted. Again in 1934 a Royal Commission on wheat recom- 
mended the plan as well as assistance by bounty. For the 1934-35 season^ 
how^ever the Government only adopted the bounty system, which again differed 
from the preceding scheme, in that a certain part of the total was allotted 
according to wheat sold, another part according to acreage grown and a smaller 
part to be distributed to farmers in special need. The total sum for the season 
amounted to about £4 million. Thus during the crisis and depression period 
propert he policy pursued was essentially one of relief rather than putting wheat 
farming on a new basis. Wheat farming remained however the most unprofit- 
able branch of Australian agriculture. 

As a result of the application of the Patterson Plan for butter — which in- 
cluded a bounty on exports raised by a levy on butter producers — the price of 
which was kept up by a tariff, both production and exports increased. Since 


(1) Report on “ The Adjustment of Protective Duties to compensate for the effects of Exchange 
and Primage, ” 1933. 

(2) These lines were written before the Japanese-Australian agreement was reached in 
December 1936* 
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however the internal market is limited, production increasingly exceeded 
home demand and exports increased, thus making necessary heavier levies. 
Whereas in 1925-26 exports were only about 28 per cent, of production , in 1928-29 
they were about 35 per cent, and in 1933-34 about 53 per cent., which made the 
scheme financially very difficult to work. On the other hand if exports were 
not kept up, the surplus supplies could lead to a very heavy fall in the home 
price. A new scheme which was started in 1934 sought to maintain a fixed 
scale of prices and to control exports. 

An embargo on sugar imports has been in operation since 1924. The 
Queensland Government has complete control of all sugar grown in Australia 
and is able to fix a high Australian price, much above the world price. Pro- 
duction, as in the case of butter, has increased beyond domestic needs. The 
low export price of recent years brought the Australian industry into difficulty. 
vSchemes to limit production have not been entirely successful and since the basis 
of the present control is being continued until 1941, under the Sugar Agreement 
Act of 1935, a final solution seems to depend on better export prices. 

Among other agricultural products which were assisted by bounty or other- 
wise may be mentioned cotton, fruits, wines and flax. Assistance to agriculture 
in a direct form is neither peculiarly Australian nor a result of the crisis, and 
since we are here concerned mainly with the particular reactions of Australia 
as a result of the world crisis, it is sufficient that the assistance given in these 
directions should be mentioned (i). 

We have noted above that the '' Premiers’ Plan ” predicted an eventual 
rise in the overseas price of Australia’s export products, a rise which w^as 
necessary to the success of the plan. In 1932-33 however wheat prices actually 
declined slightly compared with the previous year, and another decline took 
place in 1933-34. In 1932-33, however, wool prices rose in sterling and a 
fortiori in Australian currency, but in 1933-34 they rose in Australian currency 
4n sterling and in gold substantially — to 15.84 pence, 12.65 pence and 8.19 
pence per lb. respectively. This improvement reflected the growing economic 
recovery in the world. As a result, in spite of a somewhat smaller clip in 
1933-34 compared with the previous year the value of wool exports rose to 
£57 million compared with £36.4 million in 1932-33 and £32.1 million in 
1931-32. 

As a result of the various factors which we have outlined the years 1933 
and 1934 saw a marked recovery in the internal economic situation. The Budget 
position of the Commonwealth and the States showed a definite improvement. 
The Commonwealth Budget showed surpluses in each of the three years, 
1931-32 to 1933-34, amounting altogether 4:o over £6 million. Between 
1930-31 and 1933-34 Commonwealth receipts increased from £69.6 million to 


(1) As regards policy with respect to meat which is chiefly governed by the Ottawa and post- 
Ottawa Agreements with the United Kingdom, reference should be made to the articles in the Bulletin 
of Agricultural Economics and Sociology for October and November .1935, by C. Hubbadc and J, K. 
Montgomery. 
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£73.9 million whilst expenditure decreased from £80 million to £72.6. The 
most important factor in reducing expenditure was the suspension of Austral- 
ia’s war debt payments to the United Kingdom, which amounted to about £5 
million per annum. During 1933 and 1934 the Commonwealth was able to save 
over £2 million sterling per annum as a result of conversions on the lyondon 
market of loans amounting to £146 million. These conversions were a tribute 
to the growing confidence in Australia’s economic situation. On the other 
hand, State finance continued to show deficits, but these were much reduced. 
Thus total State deficits fell from £20.8 million in 1931-32 to £8.0 million in 
1932-33 and £6.8 millions in 1933-34. The improvement was almost entirely 
due to the reconstruction of the finances of New South Wales, where the deficit 
fell from £14.2 million in 1931-32 to £3.6 million in 1932-33 and £3.3 million 
in 1933-34. This tremendous decrease undoubtedly gave an important fillip 
to confidence both in Australia itself and in London. 

Share markets provided a good index of the extent to which confidence was 
revived by the successful coping with the foreign trade-balance position, and 
with the budget position and by the improvement in wool prices and reductions 
in interest rates. The index of the shares of manufacturing and distributing 
companies quoted on the Sydney Stock Exchange rose from 72.3 in September 
1931 to 1 14.4 in January 1933 and 139.3 in December 1933. In December 1933 
the index of the prices of the shares of 5 large pastoral and finance companies 
averaged 145.6 compared with 75.2 in September 1931. Similar improvement 
was noted in other groups, the total index for 75 companies averaging 132.4 in 
December 1933 compared with 74.4 in September 1931. 

In the banking sphere, bank clearings and savings bank deposits in- 
creased. The proportion of advances to deposits which had increased after 
1928 began in 1932 to decrease, indicating a diminished need for bank accom- 
modation. Again, profits of trading banks improved. 

Another index of the improvement of the general internal position was that 
in 1932-33 the value of imports rose for the first time since the outbreak of the 
crisis. Imports (excluding gold) rose from £44.1 million to £56.9 million. In 
subsequent years imports continued to rise. 

In the third quarter of 1932 unemployment showed a decrease which 
continued throughout the succeeding years. In June 1933 the Federal Arbi- 
tration Court restored the cuts which had been made in wage rates in certain 
industries in 1931 giving thus the signal for further wage increases in general. 

In 1932-33 the value of production rose, after it had fallen steeply during 
four years of crisis. In 1933-34 the rise was larger than in the previous year 
owing to the large advance in wool prices. The figures of total production 
reflect well the process of depression and recovery: 

1928- 29 

1929- 30 

1930- 31 

1931- 32 

1932- 33 

1933- 34 


£ million 
447.8 

3895 
3196 
305 o 
318.2 
355-4 
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Conclusion. 

By 1934 Australia still had a long way to go before arriving at the degree 
of economic well-being which obtained before 1929. Nevertheless it can be 
asserted that Australia had made much progress towards adjusting itself to 
changed world conditions. What we have termed the external or trade problem 
was solved chiefly by the force majeure of the crisis which imposed the depre- 
ciation of the currency and the diminution of imports. On the other hand the 
internal problem was being brought under control before the rise in the price 
of wool itself tended to consolidate the progress which had been made. A return 
to the prosperity which reigned before the crisis, however, was not to be expected 
until world conditions returned to normal. For Australia this meant until 
export prices rose and the international flow of capital was resumed. In spite 
of the improvement in prices compared with the trough of the crisis they remained 
substantially below the pre-crisis level. European tariff barriers and monetary 
conditions have hit both wheat and wool, and the gains in Eastern markets 
have not been sufflcient to offset the losses elsewhere. In 1934-35 wheat export 
prices in Australia averaged 3s. per bushel compared with 55. 6 d. in 1927-28. 
Prices of wool in the grease fell in 1934-35 and averaged 9.75 pence per lb. 
compared with 19.50 pence per lb. in 1927-28. Increases in production could 
hardly compensate for such declines, Australia is one of the many countries 
whovse main hopes must lie in an eventual resumption of full international 
economic intercourse. 


A. Emanuel. 


BIBLIOGRAPHY ON ECONOMIC AND SOCIAL QUESTIONS 

VfROBNf PODMInKY, ORGANIvSACE A VfSLEDKY*ZEMfcDi!iIySKfCH ZAvOD^ V CeSKO- 
SLOVENSKU (Conditions of production, organisation and results of farms in Czechoslo- 
vakia). Average 1926-30, published by the Institute of Farm Accountancy and of 
Rural Economy of Czechoslovakia, Director Prof. Ing. Dr. Vladislav Brdlfk, Prague 
1935 - 

[This volume contains the result of studies based on the figures relating to the 
production and the profitableness of Czechoslovakian agriculture during the period 
included between 1926 and 1930. These figures have been collected in the course of 
the second special enquiry imdertaken in 1931 wliich extended to 3,044 famis distrib- 
uted over the whole territory of the Republic of Czechoslovakia. It has been the endeav- 
our of the Institute to determine how far the results obtained [are representative of 
the whole of the farms of the country. In making the enquiry reliance was placed in 
part on the principles of the representative method and in part on the monographic 
method, It appeared that the cultivated area of the farms under survey is larger 
than the average (the groups of farms of more than 100 hectares of the beet-growhig 
regions being left out of count); that the area under arable cultivation is also higher 
than the average; that the area reserved for grassland, ahd in particular that occupied 
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by the grazing lands, is very limited; that the crops giving a high return (sugar-beet, 
wheat and barley) take an important place; that the crops giving smaller returns (rye, 
oats, potatoes) are much less widely represented; in other words that the proportion 
of the gross yield directed to the market is in the case of the farms in question above 
the average. These farms furthermore possess larger numbers* of live stock than are 
owned by the Czechoslovakian farms taken as a whole. At the same time it should 
be borne in mind that the figures of the agricultural census are not always exact, the num- 
bers of stock shown are incomplete. There is a significance to be noted in the difference, 
between the fimdamental characteristics of the farms under survey by the Institute 
and those of the country as a whole. It has been possible, however, by analysis to 
detennine the nature and extent of the variations of the main characteristics and the 
conclusion is reached that these variations cannot minimise the use that may be made 
of the results of the enquiry when it is proposed to arrive at scientific and practical 
results, and in particular when certain tendencies are the object of study. 

In addition to the introduction and to the analysis of the representative value 
of the results of the enquiry, there are a series of tables divided into two parts, relating 
the one to the characteristics of the organisation and the second to the results of the 
farm. 

The tables contain the results of the groups of farms of less than 2, of 2 to 5, 
of 5 to 10, of 10 to 20, of 20 to 50, of 50 to 100 and of more than 100 hectares 
as well as of the two intermediary groups of 5 to 20 and of 20 to 100 hectares. The 
farms of each region have been divided into size groups. The regions of Czechoslovakia 
differ in natural, economic and cropping conditions; those of the West (Bohemia, Mo- 
ravia. Silesia) have attained a high degree of economic and cropping development, 
and the agriculture in the.se regions is intensive m character. The Eastern regions 
(Slovakia and Sub-carpathian Russia) are less advanced, and the farming there prac- 
tised is extensive. The di.stribution of the farms under survey over the whole of the 
territory of Czechoslovakia is shown by a map. The mtroduction and conclusions 
are .summarised in German and in French; the headmgs and text of the tables are 
translated into Cierman and French]. 

J. D. 


WEISS, Dr. Leonhard: Die Abmeierung. Hans Buske Verlag, Lezipig (1936). Wiirz- 
burger Staatswi.ssenschaftliche Abhandlungen, Reihe B, Heft 4. 

[By Abmeierung is understood in the new German peasant legislation the measures 
taken as a whole which make it possible to deprive a Bauer or owmer of a hereditary 
family farm of the right to administer and to utilise his property, and even, if need be, 
to deprive him of his rights of ownership in his farm. These measures may be tempor- 
ary or definitive in character, and will come into effect through the loss, on the part 
of the Bauer y either of his honourable character or of his vocational capacity and skill. 
The word itself, as well as the conception of farm ownership on which is based the institution 
of the Abmeierung, is not an innovation; both word and idea go back to the ancient 
Germanic conception of right hi land, according to which the soil belongs to the com- 
munity and was distributed only among the families which formed part of the com- 
munity and who had responsibilities in respect of it. In the interest of the community 
it was inadmissible that anyone should have a share in the holding of the land whose 
reputation or capacity was at fault. Under differn^ forms, partly legal, partly cus- 
tomary, explained in detail by the author, the institution of the Abmeierung was main- 
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tained all through the centurievS even after the soil had in part become the property 
of the feudal lords. The Abmeierung naturally was not applicable to farmers who 
remained free owners of their farms, but these took care to maintain their own credit 
and to keep their land well farmed without the necessity for any measures of coercion. 
Changes come with the 19th century only, when the farms held under the feudal system 
were transformed into free peasant or family holdings. Undoubtedly in the greater 
number of the German States new laws were enacted which related especially to the 
liberated farms and also at times to the free farms of former times, particularly in con- 
nection with the choice of the principal heir (Anerbe). But in general the institution, 
of the A bmeierung had lost all real importance and it was only after the great war 
that some timid attempts at legislation were made in favour of a reorganisation of the 
right in land, but without practical outcome. National socialism sees in the peasantry 
the fount of the blood of the German people. As such it must be maintained sound 
and strong. Legislation gives the peasant a privileged position. The principal heir 
inherits the hereditary peasant property in its entirety, it may not be burdened with 
mortgages or debts and forced sales are, in principal, prohibited. On other hand, the 
possibility of the Abmeierung safeguards the interests of creditors, since the Bauer who 
does not fulfil his engagements knows that he is threatened with loss of the right of 
administration and use of his- property and even with the loss of the right of ownership 
on his farm. In the case of Abmeierung the administration and usufruct of the farm 
pass to the other spouse or to the principal heir on condition that these persons possess 
the requisite capacity and qualifications for farming the land. If on the other hand there 
is no spouse or principal heir possessing these qualifications, the tribunal (Anerbenge- 
richt) may transfer the ownership of the farm to another person proposed by the Chief 
of the peasantry who, if possible, should be a relative of tlie ex -owner. Provisions 
exist in the law which may modify the rigid application of the legal prescriptiofis. Thus, 
when the case is one of temporary deprivation of the right, the farmer re-enters on his 
rights after the period fixed and keeps the power of bequest. The dispossessed farmer 
retains the capital which he may possess apart from the hereditary family CvState, but 
he also remains liable for his debts in so far as they do not burden this estate. The 
law does not expressly recognise an obligation on the part of the new owmer to make 
provision for the maintenance of the former owner, but the tribimal may, if need be, 
take a decision in this sense. The basis of the Abmeierung is constituted by the law 
on peasant succession right {Reichserbhofgesetz) and by the regulations for its application. 
It is enforced by the tribunal {Anerbengericht) of the district in which the farm is situ- 
ated. 

The in.stitution of the Abmeierung— the author— is a necessary conse- 
quence of the present form of peasant right in land. From the economic standpoint, 
it replaces the former possibilities of forced sale, but, in addition to its economic 
function, the Abmeierung also safeguards the vocational honour of the peasant farmer 
class.] 


A. L. 
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AGRICULTURAL INDEBTEDNESS (continued) (i) 

C. — Countries of Central and Eastern Europe, 

Bulgaria. 

The depression has shown itself in this country since 1930, licginning 
precisely at the moment when agricultural economy was making its lirst steps 
towards modernisation . 

To form an idea of agricultural conditions, it must be recalled that in Bul- 
garia property is greatly split up, that each farmer is the owner of land that 
he cultivates with the aid of his family, that the holdings have an area of 
from 5 to 10 hectares, and that the peasant, who is greatly attached to trad- 
ition and unwilling to admit innovations, does not possess the necessary re- 
sources for carrying out improvements or increasing his equiiiment. 

Now, while it is true that a long time ago a vast network of co-operative 
credit societies, supported by institutions controlled and encouraged by the State, 
was set up to supply the financial needs of the peasant-landowners, this co- 
operative action, extended afterwards to production, to purchase, to sale, etc., 
has not been sufficiently effective to raise agriculture to a higher level (2). 

The year 1930 marks the beginning of a very jironounced fall in the prices 
of products of the soil and of animal products, which made it impossible for 
the farmer to pay his debts and his taxes, while his debts steadily increased 
through the accumulation of interest. 

The serious distress of the agricultural population gave rise to two prob- 
lems urgently requiring solution, viz.\ 

1. To help the excessively indebted farmers; 

2. To transform agriculture and thereby to render it more remunerative. 

The new government that came into power in May 1934, in fact, set be- 
fore itself the following tasks: 

1. To grant a large measure of protection to the principal branches of 
agricultural production; 

2. To assure more numerous and more reliable outlets for agricultural 
products; 

3. To provide cheaper and more accessible credit, particularly to the 
rural population. 


(1) See the issues of January and February 1937 of this Bulletin. 

(2) For the work of the niral co-oiierative societies (credit societies, tolxicco-growiiig societies, inig- 
ation societies, vine-growing and wine-inaking societies, and forestry workers societies) on Uhalf of 
the Bulgarian farmers, sec the Annual Reports of the Agricultural and Co-oi^erative Bank of Bulgmia. 
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The first endeavour of the Government was to raise the prices of the 
principal products. 

With this object, a system of monopoly was introduced at the beginning 
of 1934 for wheat, meslin and rye, with a view to guaranteeing to the producers 
higher prices for cereals than the world market prices. The exclusive right 
to purchase wheat, meslin and rye was granted, after the introduction of the 
monopoly, to the Office for the Purchase and Export of Cereals. Any loss 
incurred was to be met out of the State budget. This measure was one of the 
most important measures adopted in Bulgaria as the fall in the price of cereals 
had been very heavy and the increase in price resulting from the operations 
of the Office benefited a large number of farmers. 

p:fforts were subsequently made to raise the prices of other products. But 
time was required before results could be shown; in the meantime the farmers, 
pressed by measures for the recovery of debts, risked losing their lands. Hence 
the urgent necessity of giving them relief. 

The indebtedness of farmers and of other classes (workers, artisans, per- 
sons exercising liberal professions) on 31 December 1935 been approxim- 
ately estimated as follows: 

leva leva 

I, — q'o the Agricultural and Co-operative Bank: 

{a) Individual credit ^ 2,464,952,000 

(h) Co-operative credit 2,559,954,000 

— 5,024,906,000 

II. — To co-operative societies: 

(a) Raiffeisen co-operative agricul- 
tural credit societies . . . 1,173,165,000 

(/;) vSchulze-Delitzsch popular banks 401,394,000 

1,574,559,000 

III. To private banks 1,030,000,000 (i) 

To individuals 930,009,000 (i) 

1,960,009,000 

IV — To the State and the communes for national and 

local taxes 2,500,000,000 (i) 

V. — Indebtedness of co-operative socie- 
ties to individuals: 

(a) Raiffeisen co-operative agricul- 

tural credit societies . . . 131,149,000 

(b) Tobacco-growing co-operative 

societies 43,514,000 

(c) Vine-growing and wine-making 

co-operative societies • 5»7^2,ooo 

{d) Fishermen's co-operative societies 2,556,000 

(6’) Co-operative dairies . • • • 690,000 

(/) Gardeners’ co-operative societies 1,056,000 

(g) Miscellaneous co-operative agri- 

cultural productive societies 10,319,000 

(h) Forestry co-oper. labour societies 10,630,000 

205,616,000 

Total . . . 11,265,090,000 


(i) Figures relating to 31 December 1930. 
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The fiTst attempt to afford some relief to the indebted farmers was made 
by a Law dated i6 April 1932, which granted facilities for the extinction of 
debts by allowing a postponement of payment and by the reduction of the 
rate of interest and of the amount of the debt. 

This Law was repealed by the Law of 2 January 1934 on the relief granted 
to debtors and on the adjustment of credit, which was amended on 7 August 
1934. 

The new law granted a large mea.sure of relief to the debtors and gave 
to the creditors the assurance of recovering the sums due to them, the State 
intervening to pay the difference. 

Debts of agricultural landowners can be reduced by not more than 40 per 
cent., if they do not exceed 300,000 levas, and by not more than 35 per cent, 
if they are larger than that amount. 

The differences resulting from the reduction of the debts will be made 
up out of an Amortisation Fund, formed at the Public Debt Office, to which 
the State assigns the proceeds of the tax on vocations and the supple- 
mentary tax on total income; these amount to about 220,000,000 levas a year 
and are paid directly to the Amortisation Fund by the National Bank of 
Bulgaria. 

The same Law, moreover, increased the portion of the property of farmers 
that is declared to be exempt from distraint for debts. In fact, in the case 
of forced sales, the land up to 5 hectares to be selected by the debtor, the 
dead stock up to the value of 25,000 levas, determined quantities of live stock, 
etc., are declared to be inalienable. 

Additional benefits conferred by the law were: 

1. The spreading of the instalments of repayment over longer periods; 

2. The postponement of the date of repayment for a period of from 
2 to 10 years, or even 15 years in exceptional cases; 

3. The postponement for two years of the payments of amortisation 
instalments, interest only being paid during that period; 

4. The reduction of the rate of interest to 5 per cent; 

The postponement of the payments is granted in consideration of the 
amount of the debts, of the assets and income of the debtors. 

By special measures, voluntary arrangements between debtors and creditors 

are encouraged. 

The aid given to farmers was supplemented by the Decree-Law ot 12 Marcli 
1935 which was aimed at repressing the operations of usurers. It is laid 
down by this decree that the rate of interest for short-term credits and for 
credits guaranteed by mortgage must not be more than 3 per cent, higher 
than the rate of discount of the National Bank of Bulgaria. 

The rate of interest on loans granted to farmers by the Agricultural Bank 
has been gradually reduced. On i September 1931 it was reduced from 12 
per cent, to li per cent.; on i April 1932, from 10 per cent, to 8 per cent. 
The new Agricultural and Co-operative Bank, resulting from the amalgamation 
(Decree-Law of i8 October 1934) of the Agricultural Bank of Bulgaria and the 
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Central Co-operative Bank, reduced the rate of interest from 8 per cent, to 
7 per cent, towards the end of 1934 and from 7 per cent, to 6 per cent, in 

August 1935 (!)■ 


Greece. 

The indebtedness of the farmers began to become heavy even before the 
agricultural crisis. This was due to the mobilisations during the wars, which 
lasted from 1912 (Balkan Wars) to 1923 (war between Greece and Turkey), 
to the settlement of needy farmers and of 150,000 families of refugees who 
were transferred to Greece after the great war; to the scarcity of cultivable 
land in the country, which caused the income of the farmers to be inadequate; 
to the absence of a suitable system of agricultural credit, the Agricultural 
Bank having only been founded in 1929; to the high rate of interest, which 
was about 10 per cent., but has latterly been reduced to 9 per cent, and even 
to 7 per cent., particularly in respect of loans granted by the Agricultural 
Bank; to the bad harvests of 1930 and 1931 and, lastly, to the agricultural 
crisis, the effects of which were most severely felt in Greece from 1932 to 1935* 
The total amount of the debts of the peasants and their distribution at 
the end of 1936 were as follows: 


Drachmas 

Debts to the Agricultural Bank 2,084,145,129 

)) )) the National Bank 164,208,678 

» )) agricultural co-operative societies 97,438,000 

» » the Greek Fertiliser Company 18,985,000 

» )) various institutions 47,030,000 

)) » private individuals 4,830,264,000 

)) for the agrarian reform 1,250,000,000 

)) of refugees 1,150,000,000 


Total . . . 9,642,070,807 


Better to judge of the conditions of the farmers, it must be noted that 
the agricultural income (2) for 1934, a year that is considered average both 
from the point of view of production and from that of prices, was calculated 
to amount to 19,398,000,000 drachmas. This income is divided amongst a 
million of rural families, averaging 4 members, so that the average income 
per family was 19,398 drachmas. But the annual expenditure considered to 
be indispensable for such a family amounts to 25,055 drachmas, including 
16,113 drachmas for food. The average annual deficit is, therefore, 5,657 drach- 
mas for each rural family. It follows that the farmers are compelled to 
incur debts to provide for their subsistence. 

In face of this situation, the Government was obliged to take relief measures. 


(1) Agricultural and Co-oi)erative Bank of Bulgaria. Reix)rt on the Year 1935- Sofia, 1936. 

(2) C. Evelpidi: Le revenu agricole et sa repartition. Report presented to the 23rd Session 
of the International Institute of Statistics. Athens, 1936. — Do.: L’agriculture en Gr^. Athens, 
“ Flaiiima, ” 1934. 


AGRICULTURAL INDEBTEDNESS 77 E 


A special moratorium for agricultural debts had already been introduced 
in 1930 by a law dated 4 January (No. 4,455); under this law, the presiding 
judge of the court is authorised to grant to farmers a suspension for 5 years 
of the repayment of their debts, and to fix the annual charges to be paid. 
I^aw No. 5,533 of 1932 renewed these provisions. Debts to the Agricultural 
Bank were not included in the moratorium. 

In 1933 a law dated 24 October (No. 5,876) set up throughout the country 
commissions for registering the debts of farmers, so as to enable the Govern- 
ment to take the necessary steps for their adjustment. 

Apart from the above measures of a general character, certain special 
measures have been taken to lighten the peasants' debts. These are as follows: 

(a) Article 463 of Jvaw No. 5,466 of 1932 declared exempt from dis- 
traint an area of 2 hectares of arable land, or half a hectare of vineyard or 
one fifth of a hectare of land suitable for tobacco growing; this provision applies 
to all lands distributed under the Taw on agrarian reform. 

(b) According to Taw No. 5,193 of 1933, the annual charges not paid 
by the farmers who benefited by the agrarian reform will be payable in 25 
years. The rate of these charges, as well as that of ordinary annual charges 
was reduced from 8 per cent, to 6 per cent. 

(c) Taw No. 6,442 of 1933 reduced by 40 per cent, the debts to the 
Government of refugee peasants installed in Greece, while the rate of interest 
on such debts was lowered from 8 to 3 per cent. 

Speaking generally, it must be noted that the Agricultural Bank has brought 
about an appreciable improvement in the matter of agricultural credit. It 
granted loans in 1934 to the total amount of 1,884,252,446 drachmas. During 
the four years 1930 to 1934 the loans granted amounted to 6,933,270,286 drachmas. 


Hungary. 

The Central Statistics Office of the Kingdom of Hungary made known in 
November 1932 (i) the results of an enquiry into the mortgage charges on 
landed properties, from which we reproduce some figures. 

The gross charges — that is, whithout taking into account the amortisa- 
tion payments made — at the end of the year, and the increase during the 
year of these charges, for each year from 1925 to 1931, were as follows: 


Total at the end Increase 

Year of the year ilnriiiK the year 

PenRtis Penfios 

1925 109,900,000 

1926 348,400,000 238,500,000 

1927 677,900,000 329,500,000 

1928 1,034,500,000 356,600,000 

1929 1,567,000,000 532,500,000 

1930 .... 1,844,600,000 277,600,000 

1931 2,038,000,000 193,400,000 


(i) De Konkoly Thege, Dr. Jules: Les charges hypotht'tcaires des propriet^s fonci«>res dc Uongry 
k la fin de 1931. Revue Hongroise de Statisiique, No. 11, November 1932. Office cxtitral dc statistiqne 
du Royaume de Hongrie. Budapest. 
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The net charges at the end of each year from 1928 to 1931 were as follows: 


Total net charges 
PengOs 


1928 950,400,000 

1929 1,393,500,000 

1930 1,570,400,000 

1931 1,716,500,000 


The aggravation of the situation of agriculture appears particularly from 
the numerous inscriptions of executory mortgage rights, which rose from 
13,900,000 pengos in 1929 to 19,700,000 pengos in 1930 and to 27,900,000 
pengos in 1931, of inscriptions for arrears of taxes, ^increased from 14,000,000 
pengos in 1929 to 21,200,000 pengos in 1930 and to 27,600,000 pengos in 1931 
and inscriptions for expenses of foreclosure and of court expenses increased 
from 2,100,000 pengos in 1929 to 3,100,000 pengos in 1930 and 3,700,000 pen- 
gos in 1931. 

According to another enquiry relating to the loans granted by credit 
institutions (banks and savings banks, the central co-operative credit society 
and other co-operative credit societies), the amount of such loans, at the end 
of 1931, was 1,363,000,000 pengos, affecting 577,000 owners and 5,900,000 ca- 
dastral arpents (i); 45.2 per cent, of the landowners had obtained loans from 
these institutions and 37,3 per cent, of the total area of the properties was 
burdened by such loans. Half of the very small landowners and nearly half 
of the large landowners were debtors to the credit institutions in question. 
From the point of view of area, the very small and medium-sized properties 
are particularly burdened with debts of this kind. The greater part of the 
loans granted by the credit institutions consists of loans on the security of 
bills (631,200,000 pengos, or 46.3 per cent.) and of long-term loans repayable 
by instalments (623,200,000 pengos, or 45.7 per cent.). The largest proportion 
of the loans (418,400,000 pengos or 30.7 per cent.) are a charge upon very 
small properties; next in order come the medium-sized properties (258,100,000 
pengos, or 18.9 per cent.), the small properties of ii to 50 cadastral arpents 
(256,800,000 pengos, or 18.8 per cent.), and, lastly, the large properties (pengos 
249,800,000, or 18.3 i^er cent.). 

The properties which, in 1931, had mortgage debts equivalent to more 
than 40 times the net cadastral revenue, had 576,000,000 pengos of charges 
(58.2 per cent, of the total charges), of which the loans from credit institutions 
represented 370,000,000 pengos, or 34.9 per cent, of all the loans. The situar 
tion had, therefore, grown appreciably worse, especially among the small land- 
owners occupying less than 50 cadastral arpents, which were burdened by the 
greater part (72.6 per cent.) of the increase of charges. 

Information is available only in regard to a part of the agricultural charges 
other than mortgage charges. This part is estimated at 379,000,000 pengos, 


(i) I cadastral arpent = 0.57546 hectares = i. 422.012 acres. 
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including debts for small sums which are calculated as being between 50,000,000 
and 60,000,000 pengos. 

Thus the total charges, mortgage and other, on Hungarian properties may 
be estimated, at the end of 1931, at between 2,100,000,000 and 2,200,000,000 
pengos. 

Towards the middle of 1932, the total debts affecting landed propeities 
were estimated at about 2,300,000,000 pengos. The annual interest on the regis- 
tered debts at the end of 1932 was 141,000,000 pengos. 

Comparing this indebtedness with the value of the land, we arrive at the 
following result: in 1930, the value of the live and dead stock amounted to 
5,500,000,000 pengos, but in 1934 it was only 3,500,000,000 pengos. The value 
of the land amounted to 6,500,000,000 pengos; the total assets of 10,000,000,000 
pengos were, therefore, burdened by debts amounting to 2,300,000,000 pengos. 

The situation appears even worse if we consider the rates of interest in 
relation to the return on the properties. The capital is usually lent at an 
interest of 8 per cent. It results that on the average each cadastral arpent 
burdened with debts must support an average annual charge of about 361 
pengos; this charge is 740 pengos for small properties and 244 for large pro- 
perties. 

The lands burdened with debts have a total area of 5,271,000 cadastral 
arpents, that is, nearly 30 per cent, of the total area of cultivated lands. The 
average value of the lands is 400 pengos per cadastral arpent. 

For the indebted properties the interest charges per cadastral arpent (not 
including the amortisation of capital) amount, therefore, to about 29 pengos, 
which corresponds, at the prices of 1933, to the value of nearly 3 quintals 
of wheat. Now the net return of the lands did not give even the value of 
a quintal of wheat, owing to the fact that the public charges on the farmers 
are constant and that the prices of industrial goods and of agricultural requi- 
sites were proportionately higher then the normal prices of wheat. 

A special measure of relief seemed to be indispensable. Especially in re- 
gard to small properties, indebtedness was a question of social interest. It 
was necessary to adopt on their behalf special measures and to allow moratoria. 
The problems to be solved w^re those of bringing together the debtor and the 
creditor, of arresting the artificial devaluation of the land and of laying the 
basis of a definite solution. 

The first measure taken by the Government to deal with agricultural 
indebtedness was contained in Decree No. 4,300 of 1930, M. E., which empow- 
ered a special committee to provide for the appropriate utilisation of the ba- 
lance of the so-called “ Matches Eoan, ” applying it particularly to the adjust- 
ment of financial transactions relating to the subdivision of land and to the 
purchase of agricultural properties when sold by auction. This body was re- 
placed by the National Committee for the Adjustment of Agricultural Debts, 
established by Eaw VIII of 1931; the declarations of debts which are addressed 
to it are inscribed in tabular registers, and the properties to which the entries 
refer cannot be sold by auction during the three months following the date of 
the declaration. For these properties sale by auction was afterwards suspend- 
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ed up to 31 October 1932 (Government Decree No. 5,970 of 1931, M. E.). 
After this date the owners benefited by the suspension of the sales by auction 
in virtue of more general measures regarding the adjustment of agricultural 
debts. Government Decrees issued in 1932 (No. 6,300, M. K. and No. 3,800, 
M. E.) gave facilities for the repayment of debts on the condition that the 
debtors had endeavoured to make adequate repayments as far as it was pos- 
sible for them to do so. 

Decree No. 4,300 of 1933, M. E., granted in addition a contribution of 
the State towards the payment of the interest on debts burdening certain 
classes of agricultural property. 

Another Decree, No. . 14,000, of 23 October 1933, M. E. (i) established a 
situation of temporary truce, during which the indebted rural landowners were 
protected against distraint and sale by auction on condition that they were in 
a position to make the payments prescribed by the Decree. This period of 
truce was to last during the years 1934 and 1935. The first provision of this 
decree was the general reduction of the rate of interest on agricultural debts. 
The maximum rate of interest recoverable by legal procedure is 5 % per 
cent. (2). 

Special treatment in regard to indebtedness was provided for agricultural 
properties the owners of which applied for and obtained the special regime set 
up by the decree in favour of protected properties. 

The owner of an agricultural property whose income is in a large pro- 
portion derived from this property or from remuneration for agricultural labour 
and, further, the owner or occupier in usufruct of a parcel of land with a dwell- 
ing-house, may request that their properties should be declared judicially to 
be “ protected ” properties and inscribed on the land register. To obtain this 
declaration, it is necessary that the mortgage charge on the property in question 
should exceed fifteen times the net cadastral income. As long as the property 
is entered in the land register as a protected property, no new mortgage on 
similar terms can be inscribed as a charge on the property. Moreover the 
agricultural debtor who has a protected property will pay a reduced interest 
on his debts (4 per cent.) and an amortisation instalment of i per cent. (3). 

The Decree lays down special measures for the adjustment of agricultural 
liabilities according as the property is larger or smaller than 10 cadastral ar- 
pents; the owners of lands that are less than 10 arpents in area and are bur- 
dened with debts will have the right to a reduction of the capital sum due. 

Protected properties enjoying special facilities represent a heavy burden 
for the creditors and for the community, and this made it also necessary to 


(1) Annuaire international de legislation agricole, 1933, p. 831. 

(2) The period of truce was prolonged by Government Decree No. 10,000 of 1935, M. E., up to 
the end of October 1937. This same decree fixed at 5 per cent., as from i September 1935, the maxi- 
mum of Uie general rate of interest on agricultural debts. 

(3) The rate of interest was lowered to 3 Yz percent, and the amortisation payment to ^4 Percent, 
by Governmental Decree No. 10,000 of 1935, M, E. 

nyfe 
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safeguard the interests of the State and of the creditor; this was effected by 
a system of double control, which will be exercised by the Government through 
the medium of local committees. 

Further, as such considerable facilities are very onerous for the credit insti- 
tutions, provision was made for giving compensation for losses suffered by the 
fact of ' the reduction of interest. For this purpose, the Go vernraent set up a 
fund called the Contribution to Interest Fund, the purpose of which is to 
repay in part to the credit institutions their losses of interest. It also set 
up an Amortisation Fund, out of which the State will make the payment 
of the 25,000,000 pengos necessary for the reduction of the debts of owners 

of farms less than 10 arpents in area. 

To meet these extraordinary contributions, an agreement was concluded 
with the Bank of Hungary whereby the Bank /Should place a credit of 100,000,000 
pengos at the disposal of the State. 

As to the results obtained by the application of the Decrees mentioned 
above, it must be noted that out of about 1,500,000 rural properties in Hun- 
gary, more than po.ooo have been declared to be protected; these include 
nearly 2,000 of which the area exceeds 100 cadastral arpents. 

The Government has also allowed amortisation over a period of five years 
of arrears of taxes in favour of agricultural landowners, as well as of all debt- 
ors, under certain conditions. For the protected properties, the amortisation 
of the arrears of taxes can be effected over a period of ten years. 

But, like every measure of the nature of a moratorium, the protection 
afforded to debtors has become an obstacle to a further grant of credit, this 
is why it was necessary , by various Orders (No. 2,600 of 1934, M. t,.. No. 1,950 
of 1935, M. E., and No. 1,300 of 1936, M. E.) to exclude from the protection 
of debtors what is called ‘‘ green credit*’, or production credit. 

The provi-sion of Government Decree No. 14,000 of 1933, M. E., were sup- 
plemented bv those of Government Decree No. 10,000 of 1935, M. E., already 
mentioned. This latter decree lays down that as far as protected properties 
exceeding 1,000 cadastral arpents are concerned efforts must be made in each 
case to arrive at voluntary agreements; as to protected properties less than 
1,000 cadastral arpents in area it is laid down that the State shall take upon 
iteelf the part of the debts in excess of 40 times the net cadastral income; 
lastlv as regards protected properties the extent of which does not exceed 
10 cadastral arpents, it is provided, in addition to the facilities indicated, that 
the part of the debts below 40 times the net cadastral income shall be repaid 

by instalments spread over 50 years. r • 1 

It must be remarked that the situation, from the point of view of agricul- 
tural indebtedness, has somewhat improved, owing partly to the rise in the 
prices of agricultural products that has recently occurred, and partly to the 
intervention of the Government on behalf of indebted landowners, which we 
have outlined above. 

In consequence of the reduction of the rates of interest, the interest charges 
pn indebted properties fell from 140,100,000 pengos in 1931 to 106,200,000 
pengos in 1932. 


; ^ 'if'*’ J&r""^ '*' 


82 E 



Poland, 

The period of crisis was marked in this country by a fall in prices which 
affected first cereals, afterwards the other products of arable farming, and lastly 
live stock and the products of animal husbandry. It was more pronounced 
for agricultural produets than for industrial products. There resulted a fall 
in the profitableness of the farms, involving a contraction of the purchasing 
power of the rural population, and a depreciation of the value of land. 

As Polish agriculture was already heavily indebted before the crisis, the 
burden of debts weighed more and more heavily on the farms. 

According to calculations made by the Ministry of Finance, the indebt- 
edness of the farms on i October 1932 amounted to about 4,621,000,000 zlotys, 
distributed as follows amongst the different classes of debts: 


Organised long-term credit 
Private long-term credit . 
Organised short-term credit 
Private short-term credit. 
Arrears of taxation . , . 


1,842,800,000 zlotys 

700,000,000 » 

924,800,000 » 

800,000,000 » 

354,000,000 )) 

Total . . . 4,621,600,000 zlotys 


The short-term indebtedness of agriculture was close upon 1,800,000,000 
zlotys, and the annual interest on the whole of the debt was 414,000,000 zlotys, 
while according to preliminary calculations made by the same Ministry, the cash 
receipts of the farms cannot have exceeded 2,200,000,000 zlotys for the year 
1933-34* financial position of the farms was, therefore, extremely precari- 

ous and directly threatened the structure of the national credit. 

The question of indebtedness occupies a prominent place in the action 
taken by the Polish Government, and it was the subject of a series of laws 
issued on 24 March 1933, which were afterwards amended and completed as 
the agricultural situation changed. 

The basis of the system of measures taken to adjust the indebtedness of 
the farms was laid down in 1932. Later, the Government issued, on 24 March 
1933 and 28 October 1934 two series of Decrees which deal with the whole problem. 
The Decree-Laws issued on 30 September 1935 aim at solving certain problems 
in regard to which Decree-Laws had been issued in previous years. We here 
confine ourselves to describing the state of the problem as it was after the 
Decree-Laws of 30 September 1935 were issued. 

In these Decree-Laws, the indebtedness of the farms was divided into five 
principal classes as follows: 

1. Arrears due to the treasury and to other public bodies; 

2. Long-term indebtedness to agricultural credit institutions; 

3. Long-term indebtedness to private individuals; 

4. Short-term indebtedness to credit institutions; 

5. Short-term indebtedness to private individuals. 
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As regards the first group of agricultural debts, the measures date back 
to 1932 and provide for a reduction of arrears due to the treasury, on con- 
dition of the punctual payment of current taxes as well as of a part of the 
arrears due on i July 1932 within a prescribed period. They deal also with 
the rate of interest on arrears. 

The conversion of long-term agricultural debts due to agrictiltural credit 
institutions was carried out in 1932. The payment of these debts in 55 years 
was provided for, the rate of interest was reduced to 4 1/2 per cent, and a 
period of three years was allowed during which no repayment of capital need 
take place. 

For long-term debts due to private individuals a period of exemption from 
the repayment of capital was allowed and the interest was reduced to a rate 
not exceeding 6 per cent, per annum. The postponement of payment is now 
in force up to i January 1938 and affects the repayment of capital, while the 
payment of interest is compulsory. 

The conversion of short-term debts was organised in different ways (i) 
according to the type of creditor. In the case of credit institutions and for 
their benefit, the Acceptance Bank was founded. Established by the Law of 
24 March 1933, amended in October 1934 and December 1935, this Bank was 
called upon to determine the kind of financial aid that should be afforded by 
the Government to credit institutions that would make arrangements offering 
to the farmers who were indebted to them facilities for payment. Under the 
terms of this law the State must: 

1. Pay to the credit institutions the difference between the special 
rate of interest paid by the farmers in accordance with the conversion agreement 
and the actual expenses of the credit institution in connection with the credit 
given; 

2. Cover 50 per cent, of the losses suffered by the credit institution 
in respect of the credits for the conversion of which agreements had been made. 

The capital of the Acceptance Bank amounts to 20,000,000 zlotys. The 
State guarantees 30 per cent, of the engagements of the Acceptance Bank, 
while limiting this guarantee to a maximum of 120,000,000 zlotys. Unlike 
other banks, the Acceptance Bank is authorised to assume engagements up 
to a maximum of 20 times of its capital. It follows that its engagements 
may amount to 400,000,000 zlotys. 

The conversion of short-term debts to private individuals was, on the 
other hand, entrusted to special arbitration offices. 

For short-term debts, the Decree-Law of 28 October 1934 laid down a 
classification of farms into three classes: Class A, including farms of not more 
than 50 hectares; Class B, including farms of not more than 500 hectares; 
Class C, farms of more than ^00 hectares. 


(I) Sec; “ 1,’eiidettemeiit des agriculteurs et les mesures aptes k faciliter le renibourseraent des 
dettcs agricolcs en Pologne. Communication by the State Agrarian Bank (Warsaw) to the 5th 
IntemaUonal Conference of Agricultural Credit, Vienna, 9 to 11 September 1936. 
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As regards short-term debts due to banking institutions, the Decree-I^aw 
of 28 October 1934 makes it compulsory to convert such debts affecting farms 
of Class A or Class B if they do not exceed 75 per cent, of the value of the 
farm, as well as making it possible to convert debts affecting farms of Class C, 
if they do not exceed 50 per cent, of the value of the farm in the case of 
farms of 500 to 1,000 hectares, or 40 per cent, in the case of farms of 1,000 
to 2,000 hectares, or 50 per cent, in the case of farms of over 2,000 hectares. 
The compulsory conversions must take place before tl^e end of 1935. Con- 
verted debts will be repayable over a period of 14 years for Classes A and B 
and of 10 years for Class C. The rates of interest were fixed at 4 % per cent, 
for Classes A and B and at 7 ^ per cent, for Class C. The amortisation pay- 
ment during the first three years after the conversion is fixed at 2 per cent., 
3 per cent, and 5 per cent, for Classes A and B and at 5 per cent., 5 per 
cent, and 10 per cent, for Class C. It must be noted that the maximum legal 
rate is 12 per cent, per annum. The conversion affects only debts that were 
not contracted before i July 1932. 

Out of about 930,000,000 zlotys of short-term debts to banking institu- 
tions, debts amounting to 234,409,793.31 zlotys had been converted by 2 Oc- 
tober 1935. It must be added that the debts of this class benefited by a post- 
ponement of repayment up to i January 1936, which was conferred by the 
arbitration offices mentioned above. 

For short-term debts due to individuals, dating prior to i July 1932, the 
Decree-I^aw provides for compulsory conversion, that is, these debts must be 
paid in 14 years, and an exceptional rate of interest of 3 per cent, is fixed 
for farms of Classes A and B. Debts of this class on farms of Class C can 
only be converted by a decree of the arbitration office, which has the right to 
distribute the repayment over a period not exceeding 14 years and of reducing 
the rate of interest to 3 per cent. Out of about 1,500,000,000 zlotys of debts 
of this class, debts amounting to 149,181,619.71 zlotys had been converted up 
to 30 June 1935. 

Dastly, a Decree dated 28 October 1934 provided for the reduction of the 
debts arising out of the agrarian reform. In particular, it laid down that the 
debts to the State of the buyers of farms, arising out of this reform, must not 
exceed 350 zlotys per hectare. 

For farms of Classes A and B of which the total debts exceed 75 per cent, 
of their value and the farms of Class C of which the debts exceed 30 to 50 
per cent., according to the size of the farm of their value, the Decree-I^aw of 
28 October 1934 renders it possible to make an arrangement between debtor 
and creditor. The right to apply for such an arrangement is conferred on the 
debtor and the creditor, as well as on the treasury. This measure was taken 
to protect debtors against the ruin of the farm on one hand and, on the other 
hand, to protect certain classes of creditors, notably in cases where it would 
be possible for certain creditors to secure for themselves total repayment or 
a disproportionate repayment of their claims at the expense of other classes 
of creditors. 
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3rhe measures taken with a view to improving the financial position of 
the farms by an adjustment of the problem of agricultural debts laid down 
by the two series of Decree-I^aws of 1933 and 1934 strengthened the provisional 
and incomplete measures decreed or voted in 1932, at the time of the formation 
of the general plan for relieving the financial distress of the farms. Certain 
modifications introduced by decree-laws dated 30 September 1935 only amended 
some formal or secondary provisions without affecting the system as a whole, 
which remains intact up to the present time. 

It must be noted that after some years of serious difficulties for Polish 
agriculture, the year 1935, particularly in the second half, showed signs of a 
certain improvement. The arrest of the fall in agricultural incomes was brought 
about by a rise, momentarily very pronounced, in the prices of animal products. 
Although the prices of cereals hardly showed any tendency to rise, the general 
index of the prices of articles sold by the farmers rose during the course of 
1935 from 35.6 to 38.2 (1928 = 100). As the index of the prices of articles 
purchased by farmers fell at the same time from 68.2 to 65. 3 » purchasing 
power of the farmers slightly increased, and this is evidenced by the increased 
purchases of agricultural machines and implements, as well as of certain other 
industrial products. 

In the matter of interest payments, agriculture obtained fresh facilities 
in 1935, consisting in the adjournment for three years of the repayment of debts 
other than those contracted with banks, and in further possibilities of convert- 
ing debts through the medium of the Acceptance Bank and of the arbitration 
offices above mentioned (i). 


Romania. 

Amongst the facts which, is recent years, have weakened the financial position 
of the Romanian farmer must be reckoned the agrarian reform and the economic 
crisis. In pursuance of the agrarian reform, more than 6,000,000 hectares, or 
about 30 per cent, of the cultivable area of the country, were transferred from 
the large landowners to the peasants; but the new small owners were devoid of 
capital, of technical instruction and of the modern means of production necessary 
for putting the lands to full use. The result was a low yield per hectare and 
production of inferior quality, obtained, moreover, at too high a cost. The fall 
in prices on the world market, when it occurred, made the gross return per unit 
of area fall from 6,670 lei in 1929 to 3,416 lei in 1932, and this latter sum was 
insufficient to cover the cost of production. On the other hand, the prohibitions 
of importation, the quotas, the restrictions in regard to the milling of cereals, 
the difficulties in the transfer of foreign currencies, etc., caused Romania to lose 
several outlets for its agricultural products which, before the crisis, represented 
about 50 per cent, of the total exports. The consequence was a heavy indebt- 


(i) Bank of National Economy, Warsaw. Report for the year 1935. Warsaw, 1936. 
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edness of the farms, which, according to official statistics (i) amounted in 1932 
to 52,348,000,000 lei, thus distributed: 

1, Debts of agricultural landowners possessing more than 10 hectares, 

14.971.000. 000 lei; 

2. Debts of agricultural landowners possessing less than 10 hectares* 

37.377.000. 000 lei. 

Details of this indebtedness are given in the following tables. 


Deb^s of Agricultural Landowners possessing more than 10 hectares and having 
applied to take advantage of the Law on the Adjustment of Agricultural Debts, 


Groups of debtors 

Number 

of 

agricultural 

debtors 

/o 

Area 
of the 
properties 
in hectares 

% 

Amouut 
of the debts 
in millions 
of lei 

% 

Average 

per 

hectare 

Up to 500,000 lei 

12,572 

74.66 

493.694 

55 - 6 i 

2,536 

16.94 

5,136 

From 500,000 to 1,000.000 . 

U747 

10.37 

89,479 

10.08 

1,668 

14.14 

18,641 

From 1,000,000 to 5,000,000 

1,996 

11.85 

199,600 

22.49 

4,692 

3134 

23,507 

From 5,000,000 to 10,000,000 

332 

1.97 

66,400 

7.48 

2,278 

15.22 

34,307 

More than 10,000,000 lei . . 

192 

I.I5 

38,400 

4-33 

3,797 

. 

2536 

98,880 

Total . . . : 

16,839 

100 

887.573 

100 

14,971 

100 

16,867 


Debts of Landowners possessing less than 10 hectares. 


Territory 

Number 

of 

agricultural 

landowner.s 

% 

Area 
of the 
properties 
in thousands 
of hectares . 

% 

Number 

of 

agricultural 

debtors 

% 

Area 
of the 
indebted 
properties 
in thousands 
of hectares 

% 

Former Kingdom . . 

1,944,279 

61.65 

4,982 

1 

63.97 

1,209,182 

38.35 

2,806 

36.03 

Bessarabia 

608,674 

62.83 

2,208 

62.44 

360,071 

37-17 

1.328 

27.56 

Transylvania .... 

1.111,754 

59.49 

2,252 

60.93 

756,928 

40.51 

1,464 

3907 

Bukovina 

198,976 

57.26 

250 

71.88^ 

148,500 

42.74 

98 

28.12 

Total . . . 

3.863,683 

60.86 

9,692 

63.07 

2,474,781 

39.14 

5,696 

36.93 


Territory 

Number 

of the 

creditors 

Debts, in millions of lei, of the agricultural 
landowners to : 

Total i 
of the : 
debts 
in millions 
of lei 

% 

Popular 

banks 

% 

other 

credit 

institu- 

tions 

% 

Private 

indivi- 

duals 

% 

Form er Kingdom 

749,349 

6,214.7 

35-38 

7.112,3 

40.49 

4,239.2 

24-13 

17,566.2 

47.00 

Bessarabia . . . 

169,041 

732.6 

28.88 

952.9 

37-56 

831.4 

33.66 

2,536.9, 

6.79 

Transylvania . . 

1.239,094 

1,879.6 

12.36 

7 . 912-3 

52.03 

5.414-6 

36.61 

15,206.6 

40.68 

Bukovina . . . 

176,588 

2344 

11-34 

580-4 

28.08 

1,252.4 

60.58 

2,067.1 

5-53 

Total . . . 

2.334,072 

9.061.3 

i 

24.24 

16 . 557-9 

44-30 

11 , 757-6 

31-46 

37 » 376.8 

roo 


{i)_CoNVERSiuNEA Datoriilor Agricole. Ministry of Justice. Service of Judicial Statistics. 
Bucarest, 1933. 
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In recent years successive Governments have devoted special attention to 
the relief of indebtedness and four laws were voted on the subject, dated 19 April 
1932, 26 October 1932, 14 April 1933 and 7 April 1934. The Liberal Govern- 
ment (November 1933), which introduced the last of these laws, aiming at a defin- 
ite solution of the problem, appropriately embodied it in a general programme 
of agricultural adjustment. It held the view that the mere reduction of credits 
would not ensure their payment in the future and that what was required was a 
policy for the organisation of production at a cost that would leave a margin 
of profit, so that the producer might derive an income from it. Amongst the 
points of the programme that are closely related to the relief of indebtedness 
may be mentioned: 

{a) The establishment of modern agricultural centres, furnished with 
modern technical equipment for every branch of production, with a view to 
increasing the yield of the land and improving its quality; 

(b) The regulation of foreign commerce in order to extend the outlets 
for Romanian agricultural products and to assure their sale; 

(c) Granting aid to debtors for the liquidation of their debts: for this 
purpose the State lowered to 2 per cent, the rate of interest on the credit of 
800,000,000 lei that it had advanced to the Agricultural Mortgage Credit Bank 
out of the Development Loan of 1931; the Agricultural Mortgage Credit Bank, 
in its turn, lowered the rate of interest on its long-term loans from 7 to 5 percent; 

{d) ’ The action taken to increase the price of cereals in order to provide 
an assured income to the debtors, so that they might pay the instalments of 
their debts (reduced as we shall presently see) when they became due. 

(e) The reduction of fiscal charges, etc. 

As will be seen, the problem with which we are here dealing, has thus been 

faced in all its amplitude. . -j • r 

The principles on which the Law of 7 April 1934 (^) liqmdation of 

agricultural and urban debts is based are the following (2). 

1. To place the debtor in such a position that the voluntary’ fulfilment 
of his obligations becomes possible, avoiding the necessity of foreclosure and 
without having recourse to the spreading of payments over too long periods, 
which is burdensome to the creditors; 

2. To assure the rapid and automatic application of the law, so that 
its effects may not be paralysed by discussions and that normal relations be- 
tween creditors and debtors may be quickly restored; 

3. To avoid, in giving effect to the conditions of payment, possible 
frauds by the parties, without, however, preventing anticipated repayments; 


(1) “ Textes l^gislatifs, ” published by the luternational Institute of Agriculture. 1934 vSeries, 

No. 10. ... 1 

(2) VoicuLESCO Jean-Th.: Essais critiques sur la loi rouniaine de liquidation des dettes agricoles 

eturbalnesdu? avrili 934 . Paris. Ivoviton, 1935- See also the memorandum of the President of the 
Council of Ministers (Tataresco) on the occasion of the presentation to the Chamber of the mil on 
the liquidation of agricultural and urban debts. 


88 E AGRICULl 


4. To assure, as far as possible, equitable distribution amongst the 
creditors of the losses resulting from the law, and to provide financial means 
for maintaining credit. 

The Law adopts the principle of respecting the expressed or tacit will of the 
creditors, but it acts automatically, in the sense that if the creditor makes no 
opposition, he is considered as having accepted the law, at any rate tacitly, and, 
therefore, as being subject to its application; if, on the other hand, he does not 
wish to accept it, he must make a declaration to that effect. In this latter case, 
the creditor will no longer be subject to the reduction of his claims, but he must 
allow to the debtor a moratorium of ten years, which may be prolonged for a 
further five years, at a rate of interest of i per cent, on the initial capital only. 
The creditor further exposes himself, in this case, to the expropriation of his 
claims, in conformity with the Law on expropriations for public utility. 

The same Law provides for a reduction of the creditors’ claims by 50 per cent.; 
the remainder is payable by half-yearly instalments over a period of 17 years, 
with interest at 3 per cent.; this makes 34 instalments, due on 15 May and 
15 November in each year. To make things easier at the beginning for the 
debtor, the first two instalments will be of 2 % per cent, and the two following 
of 3 per cent, of the reduced claim. The other 30 instalments will be equal 
parts of the balance remaining to be repaid. 

In order to encourage the debtor to pay his reduced debt more quickly, 
the law gives him three kinds of supplementary advantages. Thus, debtors 
who pay the reduced debt within two years from the date of the publication of 
the law, will benefit by a reduction of 70 per cent., on condition that they pay, 
in the course of the first year, at least 15 per cent, of the total amount of the 
debt, interest included. In like manner, the debtors who pay a debt within 
the first five years, will benefit by a reduction of 60 per cent., on condition 
that they pay at least 8 per cent., plus the interest on this portion, of the 
total amount. 

The third advantage consists in a supplementary reduction of 6 per cent, 
per annum on instalments paid in advance, calculated from the date of pay- 
ment to the date on which the instalment in question becomes due. 

Agricultural debtors who do not possess sufficient resources to pay off their 
debts, have found it advantageous to obtain the necessary funds from the Agri- 
cultural Mortgage Credit Bank, thus securing the maximum reduction allowed 
by the law. The mortgage loans granted by this institution up to 31 December 
1935 numbered 842 and amounted to 811,332,500 lei. These were distributed 
over the four years 1932 to 1935 as follows: 


Number Total amount 

of loans lei 

1932 66 80,275,000 

1933 81 65,435,000 

1934- • • . 153 139,667,500 

1935 542 525 , 955 >ooo 


Of the total amount above indicated of loans granted, 26,119,473 lei had 
been repaid by the same date; the capital remaining due was thus 785,213,027 lei. 
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The legislation on the reduction of agricultural debts and the extension of 
the period of repayment had a favourable effect on the economic condition of 
the peasants. It is estimated that 70 per cent, of the debtors at present benefit 
by the advantages conferred by the law (i). The farmers, relieved of a large 
percentage of their debts, have made, fairly punctually, the first payments re- 
quired by the conversion. 

The definite solution of the problem of indebtedness has brought about a 
revival of economic activity amongst the Romanian farmers, which has been 
encouraged by other factors (2). 


Czechoslovakia. 

The indebtedness of agriculture in the Czechoslovak Republic on i January 
1935 was estimated at about 19,256,000,000 Czechoslovak crowns. This figure 
was determined by the Institute of Rural Accountancy and Rural Economy (3) 
as the result of an enquiry carried out on 3,044 agricultural properties distri- 
buted over the whole territory of the State. It appears from the statistics ob- 
tained that it was the properties of not more than 2 hectares and the properties 
over 100 hectares in area that were the most heavily indebted. The average 
indebtedness per hectare of the properties not more than 2 hectares in area 
amounted to 4,137 crowns in the Western part of the country and to 3,192 
crowns in the Eastern part; the properties exceeding 100 hectares in area were 
indebted to the extent of 2,632 crowns in the Western part of the country 
and of 2,411 crowns in the Eastern part. 

In the farms less than 2 hectares in area, the interest and amortisation pay- 
ments on the debts is usually covered by the income from an accessory activity, 
such as a trade; now, owing to the failure of this source of revenue since the 
beginning of the general economic crisis, the condition of these farms has become 
very painful. On the other hand, the medium-sized properties, varying in area 
from 5 to 20 hectares, which occupy the half of all the farming area, are the 
least indebted per unit of area, their average indebtedness being 2,225 crowns 
ill the Western provinces and 1,235 crowns in the Eastern provinces. 

The indebtedness of the other size-groups per hectare is as follows: 


Properties from 2 to 5 hectares in area: 

In the Western provinces crowns 

In the Eastern provinces 1,889 

Properties from 20 to 100 hectares in area: 

In the Western provinces 2,540 » 

In the Eastern provinces 


(1) Tatarescx) G., President du Conseil des niinistres: Deux ann^s de gouverneinent. Discours 
prononc^ au Parlement le 14 d6ceinbre 1935* Bucarest, 1935. 

(2) See the “ Report of the Managing Board of the National Bank of Romania to the ordinary 
general meeting of sh^eholders, held on 22 March 1936. ” 

(3) “ Indebtedness of Farmers in Czechoslovakia. ” In the Reports of the Institute of Rural Ac- 
countancy and Rural Economy of the Czechoslovak Republic, 6th Year, No. 2-3, X935* Prague. 



Of the total debts, 9,095,000,000 crowns are in respect of Bohemia, 
4,358,000,000 crowns in respect of Moravia-Silesia, 5,003,000,000 crowns in 
respect of Slovakia and 800,000,000 crowns in respect of Sub-Carpathian Russia. 


Besides the total amount of agricultural indebtedness or the average indebt- 
edness per hectare, the distribution of indebtedness, as shown by the percentage 
ratio between the indebted farms and the total number of farms is very signifi- 
cant. In the Western provinces, out of 1,080,689 farms, 19.8 per cent. (213,976) 
are free from debts, whilst 22.6 per cent. (244,236) have debts amounting to not 
more than 1,000 crowns per hectare and 7.2 per cent. (77,809) have debts amount- 
ing to over 8,000 crowns per hectare. In the Eastern provinces, out of 567,915 
farms, 14.5 per cent. (82,348) are free from debts, whilst 39.8 per cent. (226,030) 
have debts amounting to not more than r,ooo crowns per hectare and 2.4 per 
cent. (13,630) have debts amounting to over 8,000 crowns per hectare. 

From the figures of average indebtedness per hectare, amounting on i Jan- 
uary 1935 to 2,765 crowns in Bohemia, to 2,492 crowns in Moravia-Silesia, to 
1,729 crowns in Slovakia, and to 1,395 crowns in Sub-Carpathian Russia, it 
appears that this indebtedness becomes lower as one passes from West to East; 
this is a consequence of the more primitive forms of farming in the Eastern 
parts of the country. 

The causes of indebtedness must be sought in the decrease of the agricultural 
return resulting from the economic crisis (the disparity due to the fact that the 
farmer bought more dearly than he sold in comparison with the prewar period, 
became more and more marked from 1927 onwards, reaching 63 per cent, in 
1932, after which it decreased, falling to 34 per cent, in 1935); in the very heavy 
interest charges; in the investments in farm buildings or dwelling-houses; in the 
expenditure for the purchase of machines and for improvements which was in- 
curred at the time when market conditions were favourable, but must be amort- 
ised in time of crisis, or else in investments made on credit; in debts occasioned 
by the payment of shares at the time of taking possession of the properties or 
at the time of the payment of the dowry, of the supply or completion of the 
live or dead stock; in the more costly mode of living and, lastly, in the increasing 
amount of the taxes on taking possession and of the social charges. The pro- 
vinces furthest from urban centres show a lower indebtedness, probably owing 
to a more modest standard of living. 

It was inevitable that the economic crisis which has so seriously affected 
agriculture, particularly in recent years, should have given rise to numerous 
legislative measures of relief in Czechoslovakia. These measures were at first 
provisional in character and were confined to protecting the farmer against serious 
loss or against the complete ruin which might have overtaken him as a result 
of the distraint of his property. Amongst these measures may be mentioned 
the Eaw of 5 May 1933, No. 74 of the ** Collection of Eaws and Decrees, ” by 
which distraint on the property of farmers was provisionally regulated, and the 
Government Decree of 29 June 1933, No. 155, containing provisional measures 
regarding the bankruptcy of agricultural properties. These legislative measures, 
valid in the first instance up to the end of 1933, were extended and afterwards 
replaced by the Eaw of 24 February 1934, No. 33, the validity of which was 
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extended, after certain amendments, up to the end of 1935 by the fiovern- 
ment Decree of 22 December 1934, No. 259. Besides these measures of pro- 
tection applied to the whole territory of the Republic, other measures were intro- 
duced after the disastrous effects of the bad weather in 1934 on behalf of the 
farmers of the districts most seriously affected by the scanty harvest (Govern- 
mental Decree of 13 July 1934. No. 142, amended and completed by the Govern- 
mental Decrees of 27 September 1934, No. 207, of 6 October 1934, No. 211, 
and of 22 December 1934, No- 258). By these provisions the principal func- 
tions relating to distraint on the property of farmers and to the declaration of 
the bankruptcy of their properties were regulated. In the districts most se- 
verely injured by a bad harvest the protection was extended even to legal pro- 
ceedings for the recovery of debts. 

But apart from the measures mentioned above, which could not completely 
solve the problem of indebtedness, mention must also be made of those more 
directly intended to protect certain products (flax, hops, timber, etc.) and of 
the Government Decree of 13 July I 934 > No. 137, on the regulation of the trade 
in cereals, flour, milling products and certain kinds of fodder. By this Decree, 
the farmers received the guarantee, on the one hand, that they would be able 
to sell the cereals and, on the other hand, that they would obtain fixed prices 
for them on which they could count. As a result of this provision, speculation 
in the commodity exchanges was prevented as far as the grain trade is concerned. 

In like manner, all the measures capable of insuring an equitable return 
to the farmer’s labour were applied also in relating to animal husbandry. 

When the agricultural return reached a certain level, the measures men- 
tioned above by which a moratorium was applied to agriculture were succes- 
sively abolished, for they involved inconvenient disadvantages, weakening agricul- 
tural credit and inducing certain persons not to fulfil their engagements, even 
if they were in a position to do so. For these reasons, the measures abov^e men- 
tioned were not further extended beyond 31 December I 935 > and, instead of this, 
the adjustment of agricultural debts was carried out in an organic manner. 

Provision was made, on the one hand, for a reduction of the rates of interest 
by the Government Decree of 21 December 1935, No. 238, which fixed the maxi- 
mum rates allowed, and, on the other hand, for the granting of facilities for 
the payment of agricultural debts by the Government Decree of 21 December 

1935, No. 250. . 

The debts are divided into two groups, in which the annuity charges are 
distributed over longer periods. In the case of a long-term debt, the debtor 
is called upon to pay, as from i January 1936, an annuity charge of V4 
of the original principal, plus the interest (reduced to the extent fixed by Gov- 
ernment Decree No. 238 of 1935) on the same capital sum. In the group of 
other agricultural debts (including even mortgage debts payable within a period 
of 10 years), the payment of the debt is spread over 8 years or, in the districts 
most seriously injured, over 9 years from i October 1936. 

Further, the Government Decree of 31 March 1936, No. 76, regulated agri- 
cultural adjustment with the object of preventing the ruin of large numbers of 
farmers by forced sales. This was effected by provisionally introducing certain 
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exceptions to the general regulations for adjustment laid do»n by the I,aw of 
27 March 1931, No. 64, which did not fully meet the needs of the farmers. The 
decree in question extended from 30 September 1936 to 31 January 1937 the 
limit of date allowed for the presentation of applications for the opening of pro- 
ceedings for agricultural adjustment. These proceedings are intended definitely 
to relieve the debtors, at any rate partially, from their most burdensome debts, 
in order to place them in a position to retain their properties. 

Yugoslavia. 

During the last ten years, agriculture has passed through various stages, 
from the agrarian reform to the present crisis, which has adversely affected the 
peasant class, reducing its purchasing to such an extent as could not fail to 
have very serious effects on the whole economic life of the country. 

At the beginning, Government action aimed at improving the general con- 
ditions of production by organising, amongst other things, agricultural credit 
(Daw of 16 April 1929) in order to enable the peasants to obtain the necessary 
means for farming their lands. 

In order to maintain prices an Office for Foreign Trade was set up at 
the Ministry of Commerce and Industry (Law of 19 November 1929) and the 
Privileged Company for the Export of Products was formed with a capital 
of 30,000,000 dinars (I^aw of 15 April 1930). 

Bat these and other measures did not succeed in arresting the fall in prices 
and the impoverishment of the rural population, nor did they prevent the sale 
of the heavily indebted peasant properties. 

According to an enquiry carried out by the Ministry of Agriculture, the 
debts of the peasants amounted in 1932 to about 7,000,000,000 dinars. They 
had been contracted during the phase of inflation and of high prices, often at 
excessive rates of interest; hence the difficulty of repayment. 

At that time there were in Yugoslavia more than 700,000 indebted peasants, 
whose total debts amounted to 6,982,000,000 dinars, distributed as follows: 

To private creditor 3,154,000,000 dinars or 45.2 per cent. 

To credit institutions 2,240,000,000 dinars or 32.2 per cent. 

To agricultural cooperative societies. 875,000,000 dinars or 12.5 per cent. 

To the Privileged Agricultural Bank (i) ) j. 

To the Mortgage Bank ( 707,000,000 dinars or 10. i per cent. 

According to a recent enquiry the number of indebted farms appears to 
be about 800,000, that is, about 40 per cent, of all the farms in the country. 
The most up-to-date farms are the most heavily indebted. 

The Law oi 19 April 1932 (2) imposed a moratorium for six mouths, which 
was extended on 19 December of the same year until the coming into force of 


(1) In the Balance Sheet on 31 December 1935 of the Bank the borrowers of the different classes 
appear as owing 736,355»355 dinars, of which 467,430,259 dinars were in respect of mortgage loans. 

(2) See Annuaire international de legislation aoricole, 1932, p. 1,150. 
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a new law regarding the protection of farmers as well as the improvement of 
credit relations in the country. The situation, however, steadily grew worse, 
for in consequence of the moratorium the peasant class finished by losing the 
possibility of obtaining credit, whilst, on the other hand, the general economic 
conditions of the country became more and more disquieting. 

A Decree-Law dated 3 August 1934 (i) prescribed that debts contracted 
by peasants before 20 April 1932 should be repaid in 12 annual instalments, 
according to a progressive scale, the first instalment, calculated on the basis 
of a rate of interest of 6 per cent., becoming due on 15 November 1934. 

But the measures outlined above only postponed the payments. A Decree- 
Law of 8 October 1935 endeavoured to provide a final solution of the question, 
without, however, completely succeeding. 

The next measure was the Decree-Law of 25 September 1936, which applied 
to all persons— individually or forming a family community (2)— whose taxable 
income is derived mainly from agriculture and who possess a property contain- 
ing not more than 50 hectares of arable land in the first case and 100 hectares 
of arable land in the second case. And as previously this limit had been higher, 
certain facilities were also granted to large landowners in respect of that part 
of their debts burdening 50 hectares of their farms, and to the family commun- 
ities for the part of their debts burdening 100 hectares. 

In this law, by debts are understood all financial engagements between 251 
dinars and 500,000 dinars incurred under private law before 20 April 1932. En- 
gagements for the payment of wages, debts for subsistence (or food), taxes, 
engagements arising out of succession to property and debts to poor creditors, 
recognised as such by a court, are excluded from regulation. 

The relations between debtors and private creditors are regulated by very' 
elastic provisions, allowing of individual treatment in each case. 

Debts arising out of the purchase of goods and out of the service of arti- 
sans must be completely repaid, but without interest, by instalments spread over 
12 years, starting from 15 November 1936. 

' Debts arising out of other legal transactions are reduced by 50 per cent.; 
the remainder must be repaid by instalments spread over 12 years, with interest 
at 3 per cent. The debtors and the creditors can apply to the courts for a 
declaration that the reduction of 50 per cent, is not sufiicient (which is specially 
to be presumed in the event that before 20 April 1932 usurious interest had been 
paid') or that it is not justified. 

It is the Triviieged Agricultural Bank that takes over the debts contracted 
■with private banks and co-operative credit societies. Such debts, when not 
exceeding 23,000 dinars, are reduced by 3 *^ cent. 'White those oi a higher 
amount are reduced by a smaBer percentage, "which ordinar'viy does not exceed 


( 1 ) See Annuaire international de l^ioislation agricole, i934> P- 733* 

(2) In order that there may be such a community, the Decree requires that there shall be at 
least three male persons living and working in common, whilst formerly it was required that there should 
be more than five male persons over the age of 15 years. 



30 per cent. The sum remaining must be repaid directly by the farmers to the 
Privileged Agricultural Bank, with interest at 4 % per cent., in 12 annual 
instalments, starting from i November 1936. The transfer of the indebtedness 
to the Privileged Agricultural Bank is made in the following way: the banks 
and co-operative credit societies reduce by one quarter the ordinary amount 
of the debts, making good the reduction out of their reserves and the half of 
their capital, while the second quarter is covered by State bonds at 3 per cent, 
interest, which must be amortised in 20 years, and the remainder, that is, 50 per 
cent., is credited to them, on current account, at the Privileged Agricultural 
Bank. The State guarantees the amortisation of this account with 3 per cent, 
interest in a period of 14 years, starting from 31 December 1937. 

Instead of this current account, the private banks and the co-operative 
credit societies can have consigned to them orders for the payment of the 
debts of peasants to the Privileged Agricultural Bank; " these orders can be 
ojffered in pledge at their nominal value to the National Bank and utilised by 
the peasants for the amortisation of their debts. 

A special method of adjustment is provided for direct debts to the National 
Bank, to the Privileged Agricultural Bank and to the State Mortgage Bank, 
as well as for the debts of the agrarian subjects, that is, of those who have 
acquired lands under the agrarian reform, in so far as concerns debts contracted 
to the seller of the land in order to pay him the price of it. 


D, — Baltic States. 

Estonia. 

The first measures taken in Estonia with a view to improving the situation 
of the indebted farmers having proved to be ineffective and, on the other hand, 
the possibilities of State assistance being limited, it became necessary to make 
preliminary enquiries regarding the amount and the nature of farm indebted- 
ness. With this object, an enquiry was made amongst the farmers by order 
of the Government, to which about 30 per cent, of the farmers replied. From 
the information collected, it appeared that the total indebtedness of agriculture 
was 115,400,000 Estonian crowns on i August 1932. Of this sum, 63,700,000 
crowns were owed to the State; 25,500,000 crowns to co-heirs and to private 
individuals; 20,500,000 crowns to private banks; 3,300,000 crowns to private 
firms; 2,400,000 crowns to the State and to autonomous administrations for 
arrears of taxes. It was found also that out of the total number of farms about 
55 per cent, were indebted, and that the debts represented on the average 
20.5 per cent, of the value of the debtors' capital. The debts averaged 768 
crowns for holdings up to 10 hectares in area; 1.253 [crowns for holdings of be- 
tween 10 and 20 hectares; 1,748 crowns for holdings of between 20 and 30 hect- 
ares; 2,067 crowns for holdings of between 30 and 50 hectares, and 3,473 crowns 
for holdings over 50 hectares in area. 

The general indebtedness of agriculture having been thus determined, the 
rate of interest on loans granted by the Land Bank was reduced to 2 % per cent. 
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by a law voted for this purpose on lo November 1932. It was held to be neces- 
sary, moreover, to convert into long-term loans the loans privately made to 
farmers, that is, debts contracted with co-heirs, with private individuals and with 
private undertakings. For these purposes. Parliament voted a Faw on 23 May 
1933 (i)- Under this Law, private loans were compulsorily converted into long- 
-term loans up to a total amount of 6,000,000 crowns (i) when the farmer in 
question had farmed his lands in a scientific manner; (2) when the debts had 
been contracted before 31 Becember 1932, and (3) when the total amount of 
the debts was neither less than 20 per cent, below nor 100 per cent, above the 
land value of the farm as estimated by the Land Bank. These private loans 
were paid to the creditors, by equal instalments spread over 10 years, out of 
the capital of the Colonisation Fund, while, on their part, the farmers were expect- 
ed to repay their loans to the Land Bank in the course of 30 years; during 
the first years the repayment of their debts was specially encouraged. To relieve 
still further the indebtedness of agriculture, the Law above mentioned was amended 
and voted in its new form on 31 August 1934- conformity with this Law, 
agricultural debts were converted into long-term loans of the Land Bank up 
to a total amount of 10,000,000 Estonian crowns, with the exception of debts of 
more than 100 per cent, of the land value, which were converted into loans for 
a term of 30 years without interest. In this way, private loans were converted 
into long-term loans to an aggregate amount of 2,500,000 crowns. 

It must here be noted that a considerable improvement has taken place in 
the economic conditions since 1933. in which year Estonia had been seriously 
affected by the general economic crisis (2). 


Latvia, 

In view of the reconstruction of the farms destroyed by the war as well 
as of the formation of about 70,000 new farms, the Latvian farmers were obliged 
to have recourse to credit of various kinds. At the time when prices were high, 
the farmers borrowed money freely because their receipts were large. But after 
the fall in the prices of agricultural products and in consequence of the con- 
traction of the resources of the farmers, a great many farmers found difficulty 
in making payments. In order that the peasants might not be ruined by the 
sale by auction of their property, various measures were taken by the Govern- 
ment with a view to relieving their condition (3). In the first place, some civil 
laws were amended with a view to preventing, for a certain length of time sale 
by auction for the repayment of farmers’ debts. Certain small loans that the 
State had granted to them for private needs were, as we shall see presently, 
completely cancelled. The various short-term loans obtained by the farmers 


(1) See ANNUAIRE international DE LfeOISLAXION AGRICOLE, 1933. P* 815. 

(2) See the Report 1926 to 1936 of the State Agricultural Bank of Estonia (EesU Maapank). 
Tallinn, 1936. 

(3) See the ReporU of the State Land Bank of Latvia for the years 1934 and 1933. 
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from co-operative credit societies or from private banks were tranferred to the 
State Land Bank and converted into long-term loans. 

The interest on the loans granted to the farmers by the State was also re- 
duced. The maximum rate of interest authorised by a Law of 1933 for the 
loans is fixed at 8 per cent, and it is applied by the private credit institutes 
that also finance agriculture. The debts converted by the State Land Bank 
are subject, on the contrary, to interest at 4 per cent.; the regular half-yearly 
payments, including those for the amortisation of the capital, which is to be 
carried out in 28 years, amount to 3 % per cent. On most of the loans granted 
directly by the State Land Bank interest at 2 per cent, per annum is payable, 
but for a small proportion of them the interest is 3 per cent. 

The effects of the conversion of the farmers’ debts appear from the follow- 
ing table in which a comparison is made between the total agricultural debts 
in 1932 (prior to the conversion) and the total in 1936 (i): 

1932 I 93 t> 


Long-term loans: 

Lats 

"/b 

Lats 

0/ 

/o 

State Land Bank 

. 200,100,000 

59-9 

210,400,000 

67.9 

Short-term credit institutions . 

. 67,300,000 

20.1 

60,600,000 

19-5 

Other debts 

66,800,000 

20.0 

39,000,000 

12.6 

Total . . 

. 334,200,000 

100.0 

310,000,000 

100.0 


The total of the agricultural debts has decreased since 1932 by 46,700,000 
lats. But this is not a consequence of the conversion, the Latvian Law on con- 
version not providing for any reduction of the principal. In 1932 the debts of 
the peasants averaged 84.83 lats per hectare of land, and in 1935 they only aver- 
aged 73.34 lats. 

The change in the structure of the indebtedness is worth pointing out. The 
long-term debts have relatively increased, while unorganised short-term credit 
has lost almost a third of its importance. 

The Law of 1934 on the relief of certain agricultural debts provided for the 
partial cancellation of the loans granted by the State Land Bank up to 1932 
and devoted to the construction of rural buildings, to the improvement of the 
soil, to the purchase of live stock, to the acquisition of land or to the regulation 
of successions. The amount to be cancelled must not exceed 300 lats per farm. 
The loans granted for the installation of co-operative dairies could be cancelled 
up to a total amount of 2,000,000 lats in the case of two or three amalgamated 
societies which would have suspended the production of the respective creameries 
or reduced it to that of a single separating station. 


(1) La CRiSE EiNANCEfeRE DE l’ AGRICULTURE. (Etudc dc raccumulation des dettes agricoks et 
de leur revision, plus particuli^renient en Lettonie). Banque fonci^re de Lettonie. Riga, 1936. 
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The amount of the loans completely or partly cancelled amounted, at the 
end of 1935, to 38,400,000 lats, that is, 15 per cent, of the total of the loans 
granted. 

In 1933, 57 per cent, of the borrowers made all the payments that became 
due, in 1934, 58 per cent., and in 1935, 60 per cent. 

These figures seem to indicate an improvement in the solvency of the debt- 
ors, which is mainly due to the adjustment of the economic conditions of agri- 
culture resulting from the Government economic policy and from the conversion 
of the debts. 


Lithuania, 

Up to 1932 the world crisis was hardly felt in Lithuania. Economic diffi- 
culties only began to manifest themselves in 1933* end of 193.5 

long-term mortgage loans of the Agricultural Bank {^Zcmcs Bankas) numbered 
26,634; they affected 576,000 hectares of mortgaged land and amounted to 
105,753,000 litas. The average indebtedness per hectare of land mortgaged 
was thus 183 litas. At the same date, the short-term loans of the co-operative 
credit societies amounted to 38,000,000 litas. 

The measures adopted by the Government for the relief of debts may be 
summarised as follows. 

A reduction has been made in the rate of interest on mortgage loans, which 
was 6 1/2 to 7 per cent, at the end of 1932. It was reduced to 6 per cent, 
in 1933, to 5 per cent. in 1934 and to 4 per cent, as from i July 1936. 

Provision has been made, also, for the conversion of short-term mortgage 
loans into long-term mortgage loans and for the liberation of the farmers from 
debts contracted with private individuals who, when the economic situation 
became difficult, demanded the repayment of their money. On i February 
1934, a Law was promulgated allowing farmers to repay their private debts 
by means of bonds of the Agricultural Bank, bearing interest at the rate of 
3.6 per cent., at their nominal value. The same Law gave the farmers the 
right to apply to the local court for the suspension of forced sales by auction 
for periods varying from 4 to 18 months, but only in cases in which the total 
debts of the applicant did not exceed 75 per cent, of the value of his agri- 
cultural property. Having obtained this suspension the farmer can arrive at' 
an agreement with his creditors by making use of bonds of the Agricultural 
Bank bearing interest at 3.6 per cent. He may procure these bonds from the 
Bank in the form of long-term loans or he may buy them on the open market* 
In 1934 and 1935, that is, during the most acute period of the crisis, these 
bonds were quoted at yo to 75 * Thus, buying them at this quotation, the 
farmers reduced their original debt by 25 to 30 per cent. Latterly the situa- 
tion has become less favourable, for the market price of the bonds has rivsen to 
80; this does not, however, prevent the repayment of debts to private individ- 
uals from continuing to be made in quite normal conditions. 


[to he continued) 
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RETURNS OBTAINED ON ACCOUNT-KEEPING FARMS 
IN THE STATE OF MICHIGAN IN 1933, 1934 AND 1935 


Summary: Examination of accountancy data. Values of results obtained. Factors causing 
variation in farm earnings. Returns in 1933. Returns in 1934. Rettima in 1935. 


In 1933, complete financial records were submitted by 891 farmers to tbe 
Farm Management Department of Michigan State College for closure and analysis. 
The keeping of the individual records was under supervision with the object 
of ensuring that all inventory values should be comparable and all transactions 
properly entered. The Department subsequently effected the classification, 
shown here in the table of accountancy results, for 795 out of the 891 farm records 
submitted. In 1934, the number of these records analysed reached 845 and in 
1935 it was 933. 

In its report, the Farm Management Department states that it considers as 
the best measure of financial success for Michigan farms the operator's labour 
and management wage. It adds however that this latter value does not in- 
clude the value of farm products used for the consumption of the farm household; 
hence it cannot be compared with the family labour earnings of the farms of 
other countries. An attempt was made to obtain a precise return from each 
co-operator of the quantity and value of the products used by the family, but it 
was not completely successful. Furthermore, in some areas, the number of farms 
under survey is not large enough to be representative of the entire area. The 
different areas do not retain, in respect of earnings, their same relative position 
from one year tb another. One year an area may show a maximum earning, 
and the following year one much lower. But in general it may be said that over 
a long period the earnings in different areas of a state tend to be practically 
equal, provided there is no change in land values and no shifting of population. 

On examining the individual farm records for 1933, it is clear that some farms 
had a distinct advantage over others. These differences in many cases were 
due less to the work done than to the quality of the work. Among the factors 
affecting the income from American farms are: volume of business, balance of 
business, efficiency and rate of production. To keep these in view is to be 
able, in existing economic conditions, to increase net earnings, whether by doing 
a volume of business at least 25 to 50 per cent, larger than the average, or by 
better organisation of the business, or by adopting efficient methods of crop 
production and stock farming. 

A certain volume of business is essential on a farm to meet the irreducible 
overhead expenses: taxes, interest, insurances, depreciations, upkeep of buildings 
and machinery, and the labour of the operator. An increased volume may be 
obtained by more intensive crop and livestock production and by securing new 
markets and trade outlets. A well organised farm business is one tha^t utilises 
to best advantage the available land, buildings, equipment, power, labour and 
markets. Efficient production methods are essential to satisfactory yields per 
acre and to production per head of stoqk. On a well organised farm, pro- 
duction costs can be reduced and net gains increased. 
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The above is given practically in the words of the Department, as being 
most fully acquainted with the agricultural conditions of the State of Michigan. 
The following study of the accountancy results is also based on the remarks con- 
tained in the published reports. 


I. — The Returns in 1933. 

The proportion of farms the operators of which secured a reasonable return 
for their labour and management in 1933 was 65 per cent.; the remaining 35 per 
cent, did not secure an income sufficient to cover a 5 per cent, interest charge on 
their investment. The proportion of deficitary farms in 1932 was 86 per cent., 
84 per cent, in 1931, 63 per cent, in 1930 and 25 per cent, in 1929. 

An examination is here made of the farms of the first six groups in which the 
operator’s labour and management wage was seen to increase in 1934 and again 
to decline in 1935. 

On the maize and live stock farms and on those combining dairying with 
poultry (groups i and 2), the operator’s labour and management wage was neg- 
ative in 1933; no increases in inventory were made; expenditure (especially on 
forage) was above average. 

The labour and management wage, or operator’s earnings, on farms that are 
mainly fruit farms, on the dairy farms growing beans and hay, on farms combin- 
ing general activities with orchard cultivation (groups 3, 4 and 5) was below 
average. The first of these secured a high gross return but to do so had to incur 
unduly high expenses; in the case of group 4 the farming expenses were also too 
high in comparison with the gross return: the expenditure of the farms in group 5 
was less than in the other groups, but the gross return remained below average. 

The farms of Chippewa Co. maintained a more harmonious balance between 
expenditure and gross return. 

The .stock farms growing potatoes (group 7) were in an even more favourable 
position in respect of this balance; the inventory increases were very considerable. 
The.se increases were due to the ri.se in prices of potatoes and other crop 
products. Of the receipts 55 per cent, were derived from the stock farming. 
Potato crops were much better in the region where the farms of this group are 
situated than in other regions, and prices were very satisfactory. 

Groups 8, 9, 10, II, 12, 13 and 14, it will be .seen, have shown yearly increases 
in operators’earnings. Special note may betaken of the general farms (group 12) 
and of those combining dairying with the growing of beans and beetroot (group 
14) which are the most numerous. 

P'arms of group 12 in 1933 derived 69.1 per cent, of receipts from stock 
farming, of which milk forms the most important product, with breeding of pigs, 
sheep and poultry in addition. The dairying industry is favoured by the vicin- 
ity of markets such as Lansing, Flint, Detroit, Jackson, Grand Rapids and Battle 
Creek. There is a large sale of fluid milk on these markets. The increases of 
inventory on these farms in 1933 were mainly due to the increase in forage prices 
and in prices of other field products. 

On the farms of group 14 attention is given as much to cultivation of beans 
and beetroot as to the stock farming. At the same time breeding and dairy- 
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Table I. — Gross Return, Farming Expenses, Net Return 


- — ■ 


Number 

of 

farms 

II 

Average 

area 

in acres 

III 

Gros. 

TIPE OF FARMING 

I 


^ Cattle 
” breeding 

^ Dairy 
produce 

w Pigs 



5 8 , 

Ob ; 

CJ 

4 

! 

General averages > 

1933 

795 

154 

! 

614 

99 

209 


1934 

«45 

157 

185: 

740 

132 

297 


1935 

933 

164 

207; 

840 

188 

345 

I. Maize and live stock 

1933 

45 

164 

97 | 

695 

329 

381 


1934 

53 

189 

560 

808 

421 

527 


1935 

66 

187 

268 

00 

587 

519 

2. Dairying and poultry 

1933 

29 

1 10 

93 

810 

83 

489 


1934 

32 

1 10 

120 

944 

62 

69 1 


1935 

32: 

176 

I TO 

r , 1 1 6 

74 

828 

3. Fruit farming 

T 933 

57 

96 

5 b 

359 

33 

III 

j 

1934 

95 

98 

1 84 

424 

39 

157 


1935 

64 

T03 

1 ^52: 

475 

53 

153 

4. Dairying, beans and hay 

1933 

19 

159 

j 205 

774 

22 

171 


1934 

t6 

162 

1 323 

1.154 

42 

27.S 


1935 

28 

153 

46 1 

1. 014 

57 

280 

*5. General with fruit farming . . . . | 

1933 

67 

115 

j 120 

639 

51 

190 

i 

1934 

64 

1 19 

i 151 

974, 

66 

260 

i 

1935 

71 

115 

207 

688 

105 

317 

6. Chippewa Co. farms 

1933 

17 

224 

189 

795 

34 

32.S 


1934 

15 

2 It 

135 

836 

49 

393 

! 

1935 

16 

247 

291 

1.459 

80 

51- 

7. Potatoes and cattle 

1933 

113 

201 

1 16 

544 

44 

121 


1934 

126 

194 

1 2 1 

598 

51 

159 

i 

1935 

144 

192 

i 207 

687 

91 

1 60 

8. Cattle, sheep and forage 

1933 

34 

160 IIT 

377 

43 

171 


1934 

35 

157 

i 153 

392 

58 

20*) 


1935 

32 

18c 

) 190 

524 

89 

285: 

9. Cereal and live stock 

1933 

55 

i8i 

86 

743 

223 

199 


1934 

67 

1 8c 

>! 173 

833 

284 

202 


1935 

80 

17 ‘ 

) 165 

797 

366 

27.V 

10. Dairying 

1933 

22 

120 121 

985 

97 

272! 


1934 

32 

14^ 

122 

1.497 

79 

393 


1935 

26 

15: 

229 

1,818 

108 

349 

II. Mixed farming with fruit growing . 

1933 

41 

14 ^ 

84 

381 

35 

126; 


1934 

35 

13. 

138 

506 

71 

144 


1935 

43 

14' 

186 

536 

90 

190; 

1 

12. General farming 

1933 

140 

16 

135 

658 

134 

2971 


1934 

158 

17 

2 244 

776 

195 

498 


1935 

176 

18 

^ 216 

959 

249 

533 j 

13. Dairying and potatoes 

1933 

18 

15- 

4 114 

843 

67 

37I 


1934 

22 

i 5 < 

5 182 

1,419 

72 

86 1 


1935 

22 

17 

5 179 

1,573 

61 

143 

14. Beans, beets and dairying 

1933 

97 

I 3 « 

3 III 

537 

133 

181 


1934 

88 

i 3 < 

? 154 

673 

154 

243 


1935 

92 

13 

5 229 

777 

24^2 

399 


(i) Including inventory increases. 
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in Dollars per 

Farm, 

in 

the State of Michigan. 







return 1 

Farming e 

xpenses j 

Total 
(10 to 15) 

16 i 

Net 

return 

(7 “■ 16) 

17 


Crop 
■" sales 

other 

branches 

(I) 

3 -- 

0 3 

H 

7 

Hired 

labour 

Family 

labour 

3 i 

H B 
(8+9) 

10 

^ Fertilisers 

Feeds 

rt 

H 

13 

„ other 
p expenses 

!.i 

1.5 

i 

539 

284 

1.853 


i 

126 

558 

684 

II7 

160 

I 

102! 

i 

255 

115 

1,433 

420 


682 

439 

2,466 


159 

590 

716 

142 

255 

901 

348' 

158 

1 , 709 

757 


699 

624 

2,903 


198 

598 

796 

174 

249 

79 

460 

178: 

1.945 i 

'i 

958 


250 

10 

1,792 


125 

619 

744 

97 

232 

143 | 

2'>Q 

1 40 

1,925 

137 


562 

459 

3.328 


220 

592 

812 

i 75 | 

478 

131 

416 

2 I 

2,222,1 

1 , 1 06 


743 

1,489 

4.458 


323 

629 

952 

219! 

4871 

106 

606 

06f>6 

2,569- 

1 ,889 

' 183; 

39 

1,697 


128 

571 

699 

94 

3 i 9 : 

99 

244 

112 

1 ,561 

i,V' 

' 2SS; 

61 2 

2,684 


139 

584 

723 

133 

43 ! 

79 

253 1 

137 

1 . 755 , 

921 


323, 

261 

2,712 


181 

583 

764 

125 

503 i 

66 

352, 

167 

i, 977 | 

733 

i 

1,559 i 

158 

2,258 


2851 

597 

852 

280 

143I 

cfb 

339 1 

102' 

1 ,809! 

4.499 


2.034 

598 

3.333 


348; 

593 

91 T 

325 

200 

87 

508 

152; 

2,183! 

1 ,599 

1,949 

480 

3.25.1 


422 

626 

1,048 

371 

2 T 3 

81 

931 ; 

152 

2,496' 

17575 

538 

175 

1.885 


81 

684 

795 

134 

108 1 

124 

245; 

I 26 

1.502' 

383 

558 

1,009 

3.39.1 


106 

679 

7«5 

177 

182: 

1 1(> 

393 ' 

127 

1.759 

1 ,61 4 

69 (> 

243 

2,751 

i 

104 

69 1 

795 

177 

139 : 

84 

591 

125 

t,88i 


349 

,70 

1.5 


89! 


587 

77 

208 ; 

79 

218 

73 

1.239 

2 So 

441 

313 

1.905 

:i 

97 , 

593 

600 

86 

211; 

97 

241 

95 

1,390 

605 

489 

257 

2,06: 

n 

142 

579 

721 

,,7 

221 

57 

333 

90 

1.539 

524 

957 

1 6t) 

2,17- 


1 21 

537 

658 

114 

294 

<16 

313 

12 1 

1 ,596', 

579 

1 659 

482 

2 , 524 'i 

1 1 1 

597 

678 

99 

235 

87 

394 

100 

1,593! 

! 9 () I 

: 339 

131 

2.794 

205 

574 

779 

128 

203 

71 

532 

134 

1.8471 

1 

947 

497 

627 

1 ,91 1 

jl 

Vi 

117 

592 

6 1 9 

<)i 

114 

97 

224 

104 

1,21 <1} 

700 

628 

16 

1.594 

127 

485 

! 612 

86 

195 

59 

323 

1 131 

' 1 . 373 ! 

1 ()! 

493 

389 

1 , 99 - 

VI 

193 

529 

689 

117 

130 

54 

327 

; 117 

; 1.434I 

1 599 

202 

261 

II 

1 .169,1 

59 

477 

533 

94 

91 

64 

153 

; 1 02 

1,007: 

1 162 

273 

320 

1.39 

7 

51 

478 

529 

()0 

123 

55 

158 

92 

1.917 

380 


216 

1 335 

1 . 93 < 

V 

73 

1 475 

548 

1 75 

74 

55 

255 

1 

98 

1 

1 . 195 

534 


449 

186 

1,886;! 

167 

589 

753 

lOI 

157 ; 

148 

1 245 

: 143 

1.547 

1 339 


706 

676 

oc 

4 '| 

200 

j (jo6 

806 

i 151 

239 

127 

! 492 

213 

1 ,‘818 

876 


! 795 

870 

3.23 

si 

ii 

212 

1 

834 

1 1 80 

1 

276 

1 1 1 

533 

394 

2,238 

; 1,000 

i 


328 

1 

i 1 99 

1 . 999 j 

108 

621 

729 

.31 

229 

140 

267 

1 09 

1,605 

1 394 


435 

593 

3.929; 

197 

; 649 

846 

1 .87 

398 

142 

417 

262 

2,252 

777 


945 

610 

3.759, 

279 

1 682 

961 

! 217 

384 

133 

579 

174 

2,439 

1.311 


380 

344 

1.350 

78 

484 

592 

83 

99 

59 

: 1 66 

86 

1,052 

! 298 


478 

1 10 

1.4471 

1 08 

468 

579 

99 

129; 

59 

208 

155 

1,214 

233 


i 515 

264 

1.78 

. ! 

138 

50T 

939 

102 

142 

45 

i 289 

80 

j 1.297 

484 


1 458 

258 

1,949 

‘ 119 

585 

704 

115 

162 

126 

265 

129 

; 1.591 

439 


^ 595 

492 

2,770 

149 

589 

735 

140 

' 391 

104 

341 

160 

1 1,841 

! 929 


596 

955 

3.505 

198 

935 

833 

195 

352 

89 

529 

2 1 0 

i' 2,20(^ 

ii! 1,297 

|i 


448 

391 

1,900 

114 

599 

1 7T0 

98 

i 94 

87 

'1 253 

133 

,i 1.375 

;-i 525 


450 

. 526 

2.735 

159 

608 

; 767 

126 

t 230 

13c 

> ; 390 

' 175 

,1 1. 78.'' 

947 


589 

1 887 

3.429 

235 

950 

• 885 

175 

; 178 

122 

:j 622 

207 

' 2 ,i8c^ 

»| 1,240 


744 

312 

2,018 

106 

• 579 

. 682 

12 tJ 

1 97 

Ilf 

) 276 

, 1 2 1 

i 1,421 

• i 597 


901 

687 

2,812' 

142 

590 

' 732 

i6c 

► 147 

95 

i 378 

193 

; 1 1 . 795 

i! 1,107 


1,134 

^ 40c 

3.178 

17G 

• 934 

804 

183 

t 143 

rf 

00 

i - 5 ^^^ 

256 

»! 1,973 

'il 


(2) Not including contributions in kind to the household. 
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Table II. — Operator's Labour Earnings, in Dollars 
per Farm, in the State of Michigan. 


TYPE OF FARMING 

I 

Number 

of 

farms 

II 

Average 

acreage 

III 

Net farm 
income 
(I) 

1 

Interest 
on own 
capital 

2 

Operator’s 
labour and 
manage- 
ment wage 

3 (1-2) 

General averages 

1933 

795 

154 

840 

591 

. 249 



1934 

845 

157 

1. 175 

610 

565 



1935 

933 

164 

1.390 

626 

764 

I. 

Maize and live stock . . 

1933 

45 

164 

597 

643 

- 46 



1934 

53 

189 

1-533 

759 

774 



1935 

66 

187 

2.333 

767 

1.566 

2. 

Dairying and poultry . . 

1933 

29 

110 

572 

580 

8 



1936 

32 

110 

1-377 

561 

816 



1935 

32 

176 

1-195 

551 

644 

3- 

Fruit farming 

1933 

57 

96 

872 

719 

153 



1934 

65 

98 

1.569 

692 

877 



1935 

64 

103 

1.224 

737 

487 

4* 

Dairying beans and hay . 

1933 

19 

156 

845 

688 

157 



1934 

t 6 

162 

2.073 

718 

1-355 



1935 

28 

153 

1-334 

647 

687 

5- 

General with fruit farming. 

1933 

67 

T15 

646 

459 

187 



1934 

64 

1 19 

969 

458 

511 



1935 

71 

I15 

953 

447 

506 

6 . 

Chippewa Co. farms. . . 

1933 

17 

224 

929 

583 

34<> 



1934 

15 

219 

1-315 

548 

767 



1935 

16 

247 

1.294 

661 i 

f>33 

7- 

Potatoes and cattle . . . 

1933 

113 

201 

1. 061 

447 

614 



1934 

! 126 

194 

548 

436 

112 



1935 

144 

192 

929 

412 

517 

8. 

Cattle, sheep and forage. 

1933 

34 

160 

508 

410 

98 



1934 

35 

157 

729 

402 

327 



1935 

32 

180 

890 

426 

464 

9. 

Cereal and live stock . . 

T933 

55 i 

182 

812 

682 

130 



1934 

67 

180 

1.344 

709 

635 



1935 

80 

179 

1,468 

717 

751 

lO. 

Dairying 

1933 

22 

120 

870 

683 

187 



1934 

32 

142 

1.257 

802 

455 



1935 

26 

T53 

1,789 

861 

928 

11 . 

Mixed farming with fruit 

1933 

41 

148 

647 

354 

293 


growing 

1934 

35 

135 

583 

359 

224 



1935 

43 

142 

834 

363 

471 

12. 

General farming 

1933 

140 

161 

913 

674 

239 



1934 

158 

172 

1.398 

713 

685 



1935 

176 

184 

1,769 

762 

1,007 

13- 

Dairying and potatoes . 

1933 

18 

154 

1,005 

642 

363 



1934 

22 

156 

1,409 

690 

719 



1935 

22 

175 

1,706 

777 

929 

14. 

Beans, beets and dairying. 

1933 

97 

130 

1,049 

693 

356 



1934 

88 

139 

1,555 

737 

818 



1935 

92 

138 

1,674 

762 

912 


(i) Oxily the fair wage claim of the operator is here shown. 
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ing are not neglected, milk production being favoured by the proximity of 
the markets of Saginaw, Bay City, Flint and Detroit. The cropping development 
is due to the fact that there are in this region large tracts of fertile soil and mild 
seasonal conditions. In 1933 there was a rise in the prices of cereals and of 
other field products. 

2 . — Returns in ig34- 

In 1934, the net return, the farm income and the operator’s earnings in- 
creased: the gross return was larger all along the line. Although it was a year of 
drought, the rise in prices and the benefit payments made to the farmers under 
the Agricultural Adjustment Administration were factors causing higher receipts. 

Farming expenses and cost of production also increased: but not in the same 
proportion as the gross return. 

The index-numbers of prices paid to farmers rose from lOO in 1910-14 to 
165 in 1929; in 1932 they fell to 69, advancing to 93 in 1934. The price-indices 
of farm requisites rose from 100 in 1910-14 to 153 in 1929: in 1932 they had 
fallen to 107, but advanced to 123 in 1934. 

The profits made by farmers varied in 1934 considerably from one region to 
another; to a great extent, the differences were due to variations in weather 
conditions and in the prices of agricultural products. The drought was not ev- 
erywhere equally severe. The abundance of the potato harvest occasioned a con- 
siderable fall in the prices of the crop. Profits were especially low in the areas 
where potato growing pre dominates, as on farms of group 7* 

The gross return of the stock farms growing maize (group i) substantially 
increased in 1934, mainly in consequence of the advance in prices. Growers who 
had been obliged to reduce as far as possible the expenses of the previous years, 
and even in many cases to neglect equipment, could now afford higher farming 

Higher prices, of forage and seeds were considerable factors in the increase 01 
farming expenses on the farms engaged in dairying and poultry-keeping (group 2). 

The rise in prices of forage, dairy and poultry products has markedly con- 
tributed to the increase in gross return. 

The advance in prices of cereals, hay, pigs, butter, chickens and eggs had a 
certain share in the striking leap upwards of the gross return on the farms devoted 
to fruit cultivation (group 3). All expenses, except taxes, were on the increase. 

The inventory increases and the dairying returns of the dairy farms growing 
beans and hay (group 4) stood in 1934 at a much higher level than in 1933. 
There was considerable expenditure on replacement of equipment. 

On the general farming enterprises engaged also in orchard cultivation 
(group 5), labour and fertilisers were dearer in 1934. Expenditure on upkeep 
of buildings and dead stock, neglected in the preceding years when returns had 
been low, was larger than in 1933. The gross return considerably increased. 

The farms of Chippewa Co. (group 6) show tendencies similar to those of the 

farms of group 5 - i_ 1 4-- ^ 

Next come a group of farms (group 7) which in 1934 gave much less satistac- 

tory financial results than in the previous year. The financial success of these 
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farms largely depends on the potato harvests and on the sales of the product. 
In 1933 the potato harvest was scanty throughout the United States and prices 
accordingly rose. In 1934 on the other hand the abundant crop caused a decline 
in prices. 

Operator’s income on the forage crop farms carrying cattle and sheep (group 8) 
is larger in 1934 than during any of the four preceding years, but it remained below 
the level reached in 1929. The comparison of these two extreme years shows 
that the gross return has fallen more sharply than the farming expenses. 

The poor cereal harvest on the farms combining cereal cultivation with 
stock farming (group 9) was more than counterbalanced by the rise in prices. 
Growers were thus enabled, in spite of higher labour costs, increased expenditure 
on purchases of forage and fertilisers as well as upkeep expenses, to secure higher 
profits than in 1933. 

The dairy farms (group 10) show the same tendencies as those of group 9, 
viz. increase in labour costs, in expenditure for fertilisers and forage, for repairs, 
higher interest charges; more marked increase in the gross return, especially in 
the return from the principal branch. 

The expenses of the mixed farms which grow fruit (group ii) have also in- 
creased. An inventory loss is to be noted here, the reason being the fall in the 
prices of potatoes, to which is for the most part due the cutting down of growers’ 
profits. 

On the contrary, a marked inventory increase is to be noted on the farms 
engaged in general farming (group 12). Expenditure for purchases of forage, 
and all the usual expenses of farms of this group are those which show the most 
marked advance: prices of forage were higher, and on the other hand farmers were 
obliged by the short crops to purchase larger quantities of feeds for their animals. 

The advance in forage prices and prices of dairy and poultry products, the 
less important place taken by potato growing, all these contributed to the obtaining 
by the dairy farms cultivating potatoes (group 13) of a higher gross return and 
oi)erator’s earnings. 

In the region occupied by the dairy farms growing beans and beets (group 
14), the effects of drought were less felt than elsewhere; and the financial success 
is evidence of this. 

3. — Returns in 1935. 

In spite of unfavourable weather conditions, crop production reached a higher 
level in the State of Michigan in 1935, being 20 per cent, more than the average 
of the last ten years. Prices of all crop products, except potatoes, fell. Prices 
of live stock and animal products rose. From the point of view of financial 
prosperity the year 1935 was the best for Michigan farmers since 1929. 

Index-numbers of the prices of agricultural products advanced from 93 in 
1934 to 113 in 1935; those of prices of farm requisites from 123 in 1934 to 125 
in 1935. Taxes were lower in 1935 than in 1934. In consequence of the more 
marked rise of prices of agricultural products, the gross return increased propor- 
tionately more than did the farming expenses. Since the live stock prices were 
those which reached the highest level, the farms of the regions where stock farming 


ro5 E 


PUBLICATIONS RECEIVED BY THE LIBRARY 


predominates benefited more as compared with the farms of regions where by 
preference there was production of cereals and milk. 

Accordingly a particularly gratifying financial success was that of the 
stock farms growing maize (group i) which give a specially important place to 

fattening of bullocks, lambs and pigs. 

The forage crop farms carrying cattle and sheep, the stock farms growing 
small cereals, the dairy farms and those engaged in general or mixed farming 
(groups 8, 9, 10, II, 12 13 and 14), although their profitability was not that of 
the stock farms growing maize, did more fully than in 1934 efforts of 

the farmers, as they also benefited by the favourable trend of certain prices 
and moreover received a considerable part of the benefit payments made by the 
Government in respect of pig breeding and cereal growing. 

The gross return was increased but in a much less degree on the farms combin- 
ing dairying with poultry keeping, on the general farms with orchard cultivation 
and on the farms of Chippewa Co. (groups 2, 5 and 6) although inventory decreases 
were noticeable. The gross return on the other hand diminished on the fruit 
farms, on the dairy farms growing beans and hay (groups 3 and 4). On group 3 
this decrease was due to the lower receipts from sale of fruit, and on group 4 
to the very marked inventory decreases, and to the decline in the return from 
dairy production. 

vSince labour costs and expenditure on purchases of fertiliser and on upkee]) 
of buildings and machinery were all considerably higher, the farmers of groipis 
2, p 4, 5, and 6 did not realise such large profits as in I934> these groups gaining 
less advantage from the price rises in than the groups i, 8, 9, 10, ii, 12, 13 and 14. 

The stock farms growing potatoes (group 7) recovered the equilibrium lost 
in 1934. potato crop, which in 1934 had attained a level never before reached, 

was fairly close to the average in 1935; hence there was a rise of prices and conse- 
quently in the return. 

Thus, in 1934 and in 1935, the price rises of agricultural products together 
with the benefit payments received from the Government by the farmers caused 
a revival of the agriculture of Michigan. 

Joseph Deslarzes. 
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AGRICULTURAL INDEBTEDNESS (concluded) (i) 


£ — Asiatic Countries. 


India. 

\gricultural indebtedness forms, as is well known, one of the most serious 
and most urgent problems in India. It has been said of the Incharr peasants 
that most of them are born, live and die indebted and beipieath their debts 

to their children. . ■ i u.- 

The Indian Central Banking Enquiry Committee estimated the total indebt- 
edness in IQ2q in British India alone at qoo crores ( 2 ) of rupees, and this 
figure has since greatly increased owing to the fall in prices which for certain 

products has amounted to about cent. 

It is calculated that if no repayment of capital took place between 1929 
and 10 52, the actual volume of debts must at present amount to about i 800 
crores, mid, if all the interest were in arrears, to 2,200 crores. Ihe total 
production of the principal commodities decreased, at the same time, from i.ou 
crores in 1928-29 to 536 crores in 1931-32. Thus, while incomes considerably 

declined, the debt very largely increased. . 

While the volume of agricultural indebtedness forms a problem in itself, 
the rate of interest at which most of the debts have been contracted forms a 
second, and equally thorny, problem. In certain districts in the Bombay Pre- 
sidency, 12 per cent, is the ordinary rate of interest and the village nioiiey- 
lenders charge from 18 to 24 per cent., but in Bihar and ()ns,sa bind an 
Assam, the rate varies between 25 and 50 per cent, and even in the t inted 
Provinces it runs from 18 to 37 per cent. It is true that the landowners in 
most of the provinces can obtain loans on first mortgage at between 9 and 12 
per cent, interest, but the smalMandowners must often pay higher rates and, 
as happens in the case of tenant-farmers and labourers who cannot offer at e- 
quate security, the rates a])plied may sometimes reach between 130 and 300 
per cent. The interest on loans of cereals is never le.ss than 23 per cent, and, 
in certain regions, it amounts to between 50 and 100 per cent. 


(1) See the issues of January, February and March of this Bulletin. 

(2) I crore = loo lakhs; i lakh ~ 100,000. 
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The original cause of indebtedness (i) lies in the inadequacy of the receipts, 
which is due to the extreme smallness of the farms, to the inefficient methods 
of production and sale, to the frequent failure of the crops and to the mortal- 
ity of live stock. The agricultural population of India is increasing, but the 
lands available for cultivation are limited. The proportion of farmers in the 
total population increased from 6i per cent, in 1891 to 66 per cent, in 1901 
and to 73 per cent, in 1921, and the slight decrease of 2 per cent, registered 
by the Census of 1931 is of doubtful importance. The total cultivated area 
is 228,800,000 acres. This represents barely an acre per head of the total 
agricultural population, and about 4 ^ acres, on the average, per farmer's 
family. In the course of the decade between the Census of 1921 and that of 
1931, the sown area only ro.se from 224,900,000 acres to 228,800,000 acres, 
an increase of less than 2 per cent., while the population rose from 319,000,000 
to about 353,000,000, an increase of more than 10 per cent. On the other 
hand, the yield per acre, for the important crops, such as rice and wheat, re- 
mained practically stationary for 20 years, whilst for other crops, such as cotton, 
for example, it only increased slightly. 

A characteristic of Indian indebtedness is that it results mainly from un- 
productive expenditure, that is, from expenditure for purposes other than agri- 
cultural. Thus in the United Provinces 60 per cent, of the outstanding debts 
were, according to the Provincial Banking Committee, contracted for such pur- 
poses as marriages and other social ceremonies, for the maintenance of the 
family and for the payment of taxes. 

One of the most deplorable results of the indebtedness is the decline of 
the class of independent peasants. It is estimated that, l)etween 1921 and 
1931, the number of farm servants per thousand ordinary farmers rose from 
291 to 407, which represents a consideral)le increase in the landless population. 

Another consequence of the debts is the frec^uent transfer of lands from 
one holder to another. It is calculated that in the space of thirty years, each 
parcel of land in a village changes hands at least once (2). 

During recent years the problem in question has been specially studied in 
India by the Royal Commission on Agriculture in India (1928), and, from 1929 
onwards, b}^ the Indian Central Banking Enquiry Committee, which made 
known its results in 1931 (3). Since then the question has been constantly 
under study, and several measures have been taken or contemplated to relieve 
the indebtedness. 

The Government of India, in April 1934, convened at Delhi a conference 
of the provincial governments to decide upon a common programme of action 


(1) P. I. Thomas: The Problem of Rural Indebtedness. Madras, Diocesan Press, 1934. — Amongst 
the most recent works on economic and scxzial conditions in India, see also Chowdry Muktar Singh: 
Rural India (Peasants’ Poverty, its Causes and Cure). Allahalmd, Krishna Ram Mehta, 

(2) Thomas, op . ciL , p. 13. 

(3) The Indian Central Banking Enquiry Committee, 1931. Vol. I, Part I: Majority Report. 
Part II: Minority Report. Calcutta, Government of India. Central Publication Branch, 1931. 


AGRICULTURAL INDEBTEDNESS 


III E 


in regard to the difficulties caused by the fall in prices and the decline in the 
demand for raw materials and, in particular, to study the effects of these facts 
on the condition of the farmers. 

The first question considered by the Conference was that of agricultural 
indebtedness. The possibility of developing mortgage' credit banks was discussed, 
amongst other matters, as also were the functions of the agricultural credit 
department of the new Central Reserve Bank that it was proposed to establish 
in India. 

In connection with the Debt Conciliation Bill, presented to the legislative 
Council of Madras towards the end of 1934, the Board of Revenue (band Re- 
venue and Settlement) ordered an enquiry to be made into the problem of agri- 
cultural indebtedness in the Presidenc}^ (i). This enquiry, which was completed 
in July 1935, showed for two typical villages of each of the districts of 
Madras, that between 1931 and 1934, 23,932 acres had changed owners, largely 
as a result of sales and mortgages. Of this figure, 4,772 acres, or about 20 
per cent., were transferred to persons who were not agriculturists. On the basis 
of this observation, it was calculated that, for the whole Presidency, the area 
transferred from one owner to another would be approximately 10,351,000 acres, 
of which 2,070,000 acres were transferred to non-agriculturists. It is estimated 
that a very large part has passed to large absentee owners, for the most part 
money-lenders. It results, therefore, that many owners of small and medium- 
sized holdings- had been dispossessed and remained without land and in poverty 
because of foreclosures for debt. 

As regards the rates of interest, for mortgages without possession they 
ordinarily vary between 9 and 12 per cent., but there are also cases in which 
the interest varies between 6 and 9 per cent, and others in which it amounts 
to more than 12 per cent., rising to 18 and even to 24 per cent. Interest 
lower than 6 per cent, or higher than 24 per cent, is rarely met with. It must 
be noted that we are here speaking of ordinary rates of interest. There are much 
higher rates of interest, but these have so to speak a penal character and are 
due to the fact that the borrowers rarely repay their debts at the due date. 

As to the amount and distribution of agricultural indebtedness, the enquiry 
studied 141 selected villages in the Presidency. From the data thus collected 
referring to the year 1935, it appears that the total number of indebted persons 
was 74,892, including 48,358 landowners, 16,039 tenant-farmers, and 20,620 
agricultural labourers and that the aggregate indebtedness amounted to 1,78,85,666 
rupees. The indebtedness per head of the population may be calculated at 
38 rupees, and the indebtedness per cultivated acre at 63 rupees. On the basis 
of these figures, it has been calculated that the total agricultural debt in 1935 
for the whole Presidency was about 200 crores of rupees. 

In 1932 the Government of the United Provinces — as had been done in 
1930 in the Province of Bihar and Orissa — instructed a committee to study 


(i) Sathyanathan, W. R. S., I. C. S.: Report on Agricultural Indebtedness. Madras, Government 
Press, 1935. 
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the problem of agricultural debts and to present recommendations. The report 
of this committee showed that the total unpaid debts had considerably increased 
and that interest was only being paid to a very small extent. The committee 
reconimended that conciliation committees should be formed to bring about 
arrangements between creditors and debtors. Subsequently three bills, the 
Agricultural Relief Bill, the Reduction of Interest Bill, and the Usurious Loans 
Bill, were submitted to the Legislative Assembly. 

The Government of the Central Provinces adopted in 1933 the Debt Con- 
ciliation Act, which set up conciliation committees. Under this law, concilia- 
tion must be voluntary, but the committees can compel the creditors to draw 
up and to present detailed accounts of their claims, accompanied by the docu- 
ments establishing them; the creditors who do not comply with this demand 
of the commission lose all their rights. Moreover, those of the creditors who 
accept an arrangement are given, in the carrying out of the judgements they 
obtain, priority over other creditors. Those who, on the other hand, refuse 
to agree to any adjustment, cannot, if they bring the case into court, recover 
the costs of the action, and they can only be awarded interevSt at the rate of 
6 per cent, on the principal, the amount of which will be determined by the 
court. The Government has, moreover, amended the Usurious Loans Act, the 
provisions and procedure of which have been revised so as to enable the courts 
to examine the previous transactions of the money-lenders and to declare 
excessive and fraudulent any interevSt exceeding 12 per cent, on secured credits 
and 18 per cent, on credits not secured. It was ascertained that interest ranging 
from 15 to 75 per cent, was commonly charged. On the other hand, compound 
interest will no longer be allowed. Lastly, the Government submitted to the 
Legislative Assembly a bill, the Money-Lenders’ Bill, which lays down the manner 
in which the money-lenders must keep their books and provides that they 
must present, every year, a detailed account to their debtors. The law also 
contains a rule to the effect that the accumulated interest must never exceed 
the principal, however long the debt may have been owing. In the Punjab, 
too, the Government has submitted to the Legislative Assembly various bills 
on the problem of debts. 

The plan for agricultural indebtedness applied, from 1930 to 1934, in the 
Native State of Bhavnagar, has roused much interest in India (i). We will 
here describe it. 

In January 1922, a certain number of kheduts (2) complained to the au- 
thorities of the desperate economic condition in which they found themselves, 
attributing this condition to the excessive interest and to the commissions of 
every kind charged by the local money-lenders [sowcars). The sums due by 


(1) The Problem of Peasant Indebtedness in India; The Bhavnagar Plan. ” International Labour 
Review, Geneva, April 1935. 

(2) A khedut is a cultivator domiciled in the State who, either single-handed, or with the aid of 
servants, derives his income, wholly or in part, as a registered tenant or sub-tenant Of a holding of 
which a part at least belongs to the State. 
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the indebted kheduts sometimes reached, according to an official enquir>^ 15 
to 20 times the amount of their annual income. The khedut, even if per- 
fectly solvent, could not obtain loans otherwise than by the system of savaya. 
Under this system, when a peasant borrowed, for example, at the season of 
sowing or of hoeing, 100 rupees, 25 rupees was added to this sum by way of 
commission and a note of hand was drawn up for 125 rupees, payable within 
a period of four to eight months, that is to say, after the harvest. But these 
terms were granted only to solvent kheduts. Others had to undertake to repay 
the loan at a date agreed upon, not in cash, but in kind, the quantity of pro- 
ducts to be delivered (of cotton, for example) being valued below the market 
price and below the price that could be obtained for it at the time of the harvest. 

A form of loan, known as aluk, con.sisted in introducing into the agree- 
ment a clause according to which, in default of payment of the sum due at 
the date agreed upon, the borrower bound himself to settle the debt in kind. 
According to the report of the enquiry in question, the sowcciy succeeded in 
certain cases, by means of the alak, in obtaining in six months, five or six 
times the initial amount of the loan. 

In the system known as kadhara, the equivalent of the seeds lent for sow- 
ing must be returned after the harvest with an addition of 50 to 70 per cent. 

The plan adopted by the Government of Bhavnagar involves a widespread 
action for liquidating the debts of the peasants. To assure the success of this 
action, the Government counted on the voluntary collaboration of the sowcars 
and kheduts. It invited the kheduts to declare their debts and the sowcars 
to declare their claims. The declarations were carefully checked and an adjust- 
ment was made on the following bases: 

(a) The sum that had to be paid by an individual debtor must not 
exceed an amount equivalent to three times the annual dues paid by the debtor 
to the State; 

(^) The total amount of the sums to be paid by a tappa (group of 
neighbouring villages) must not exceed a quarter of the total amount of the 
unpaid debts of the peasants of this tappa. 

The plan was financed by the Government, which advanced to each debtor 
the sums he required to free himself; these advances had to be repaid to the 
State by successive instalments, by means of an increase of 4 per cent, on the 
amount of the annual dues. The debtor was, however, allowed to pay off 
the amount in a single payment or to pay instalments larger than those that 
had been fixed. 

The carrying out of the plan was entrusted to Debt Conciliation Committees 
nominated by the Government and consisting of representatives of the Depart- 
ments of Finance and of Justice. These committees began their work in April 
1930 and by March 1934 their action had extended over the whole country 
and all the debts of the kheduts had been extinguished. The total debts, of 
which the nominal amount, according to the books of the money-lenders, was 
8,638,874 rupees, were settled by payments totalling 2,059,473 rupees. 

The total amount that was really due, according to the Government, was 
4,511,183 rupees, which means that more than half of the nominal amount 
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of these debts was fictitious and that it had only been arrived at by means of 
irregularities, frauds or excessive usury on the part of the money-lenders. 

The kheduts will be protected in future against the exactions of the sow- 
cars by the Kheduts Protection Act. which gives the courts the power of exam- 
ining in detail transactions concluded between the money-lender and the debtor, 
from the origin of the debt, and to determine the capital really due. The 
court can also determine the amount of the sums already paid, as well as fix 
the interest, which must always be simple and not compound interest, at a rate 
not exceeding 12 per cent, per annum. No contract will be valid, in the eyes 
of the law, if the rate of interest agreed upon exceeds this maximum. 

In other Native States also, much importance has been attached to this 
question. In the State of Mysore, the government has instructed a commission 
to draw up plans for the formation of debt conciliation committees, for the 
regulation of the activity of money-lenders and for the creation of other possi- 
bilities of credit. In the State of Cochin, the Government has decided to re- 
duce the debts and to bring down the rates of interest to 6 or to 7 1/2 
on secured credits and to 9 per cent, on credits not secured. In the State of 
Hyderabad, the Government proposes to take steps to relieve indebtedness and 
to prevent usury. In the State of Revah, measures have been taken to prevent 
the debtors from being compelled to sell their land for the fulfilment of a 
pledge. 


Japan, 

In contrast with the high degree of prosperity attained in recent years by 
Japanese industry, which has been able to overcome unfavourable economic 
conditions by a remarkable adaptation of its capacities and its possibilities 
to the new requirements of world economy, agriculture has |remained in the 
same state of distress in which it has been for some years past, notwithstanding 
the active policy pursued by the Government with a view to remedying its 
state of disequilibrium. There exist profound and long-standing causes of this 
distress. Amongst the main causes must be specially noted the relative insuffi- 
ciency of the area devoted to agriculture, barely 16 per cent, of the total area 
being reserved for rice-growing. This means that each farm only disposes, 
on the average, of about a hectare of cultivable land; in round figures, 71 
cent, of the peasant families have at their disposal less than a hectare of 
land, and even allowing for the low standard of life in Japan, a hectare does 
not suffice to produce what is indispensable. Only 25 per cent, of the rural 
population have sufficient land at their disposal, and barely 3 per cent, culti- 
vate land of an area that allows of a prosperous agricultural economy. The 
smallness of the cultivated area explains by itself the distress in which the 
rural classes in Japan find themselves. The smallness of the cultivated area 
and the poverty of the peasant involve, in their turn, the almost complete absence 
of modern technical equipment. Further, in the majority of cases the Japanese 
peasant is not the owner of the land he cultivates. Only 31 per cent, of the 
peasants are owners of the land they farm; 27 Per cent, are tenant-farmers and 
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42 per cent, are small owners who must rent the greater part of the land they 
cultivated. The number of tenant-farmers who do not own any land is 
tending to increase. The fiscal charges burdening agriculture are, moreover, 
somewhat heavy. 

The purchasing power of the rural population • had already been greatly 
reduced by the causes noted and by yet other causes inherent in the intrinsic 
structure of agriculture, when the world economic crisis occurred to aggravate 
the situation. 

This aggravation was due, in the main, to the fall in the prices of cocoons 
and of raw silk, to the collapse of the rice market, and to the rise in the prices 
of agricultural requisites. 

To give an example, the average prices per kwan (i) of spring cocoons fell 
from 7.41 yen in 1929 to 2.52 yen in 1932; in 1933 there was a rally (6.25 yen), 
but at the beginning of 1934 the situation again became critical; prices fell rap- 
idl^^ to a level more than 50 per cent, below that of the preceding year, thereby 
causing the ruin of the silkworm-rearers. 

The price of raw silk was at its minimum in July 1934, when the very low 
price of 476 yen per bale (60 kilogrammes) was reached. 

It must be added that the index-numbers of the prices of cocoons and of 
raw silk in 1934 showed a much heavier decline than those of wholesale prices 
in general and of certain othej^ products, such as rice and cotton ydin. Taking 
the average prices of 1922 to 1927 as equal to 100. we have the following index- 
numbers in May 1934 - white cocoons, 26.4; raw silk, 26.4; wholesale prices in 
general, 79.9; cotton yarn, 73.9; rice, 76.5. 

As a result, after an improvement in 1932 and in 1933, the aggregate income 
derived by the farmers from the three principal products of Japan (rice, cocoons, 
wheat) fell in 1934 by 500,000,000 yen. 

The indebtedness of the farmers, accordingly, considerably increased. 

According to an enquiry made in 193^ by the Agricultural Association of 
the Empire (Teikoku Nokwai), the total agricultural indebtedness was estimated 
on 30 June 1929 at between 4,000,000,000 and 6,000,000,000 yen. 

According to a more recent enquiry made by the Ministry of Agriculture 
and Forests, the indebtedness of the farmers amounted, in July 1932, to 
4,717,424,557 yen, the average indebtedness per farm being 837 yen. 

The majority of the agricultural debts bear interest at 10 per cent., but 
there is also a considerable number of debts burdened with interest at 12 per 
cent., at 15 per cent, and even at more than 15 per cent. On the other hand 
there is a small number of debts on which the interest is only 7 per cent. 

The difiicult situation in which the farmers in Japan found themselves, 
gave rise to several measures on their behalf (2). Amongst others we may note 
Eaw No. 21 of 28 March 1933, on the associations for the adjustment of rural 


(1) I kwan = 3.75 kilogrammes = 8.27 lbs. 

(2) See, in Part II of The World Agricultural Situation in 1933-34, published by the 
International Institute of Agriculture in 1935, the chapter on Japan, contributed by Dr. (i. Perris. 



indebtedness. It aims at adjusting the indebtedness of persons residing in the 
agricultural villages, of mountain-dwellers and of fishermen, by the formation 
amongst them of associations for the adjustment of debts {fusai seiri kumiai), 
based on the spirit of mutual solidarity and neighbourliness and having as their 
object the carrying out of the adjustment of the debts of their members by plans 
for amortisation and plans for the economic revival of the village. 

The association must in the first instance intervene between the indebted 
member and his creditors, with a view to bringing them to an agreement involv- 
ing a reduction of the principal and of the rate of interest, and more favour- 
able terms regarding the period and terms of amortisation. 

When the good offices of the association do not lead to an understanding, 
the association can request the intervention of the communal committee for the 
adjUvStment of indebtedness; and if an agreement is not reached, even by these 
means, the parties are authorised to avail themselves of the special procedure 
for conciliation in regard to money debts, laid down by the Law of 6 Sep- 
tember 1932. 


F. — North America. 

Canada. 

The serious economic depression of the yelVs 1929-32 (in 1933 signs of 
revival were noted) placed a great number of farmers in a state of insolvency. 
During this period the gross agricultural income fell by more than half, 
decreasing from $1,631,081,000 to $766,794,000. This decline in income is 
attribuable to a large extent to the fall in prices. In fact, the index-number of 
wholesale prices of agricultural products, which was 100.8 in 1929 (1926 = 100) 
fell to 82.3 in 1930, to 56.3 in 1931 and to 48.4 in 1932, afterwards rising to 
65,4 in December 1935. 

According to the latest census, 224,201 farms, or 33.33 per cent, of the 
total number of Canadian farms, were burdened in 1931 by mortgages amount- 
ing to $671,776,500, which then represented 16.75 per cent, of the total value 
of all farms and 40.86 per cent, of the value of the mortgaged farms. But 
in addition to mortgage debts there exists a large number of short term debts 
of which the 1931 census did not take account. These debts are usually in- 
curred in connection with current farming operations. Now it is no exagger- 
ation to say that the total of these short term debts represented in 1931 at least 
a fourth of the guaranteed debt. It is, therefore, not far from the truth if 
we say that the 224,201 mortgaged farms were burdened by a total debt of 
about $800,000,000. As these figures vary but little from one year to another, 
it may be estimated that they have remained approximately the same during 
the whole period of the crisis. 

An Act to facilitate compromises and arrangements between farmers and their 
creditors was assented to on 3 July 1934. It came into force on i September 
in the same year. Under the terms of this law, official receivers were appointed 
in each judicial district, and a committee for the revision of debts in each pro- 
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vince. A farmer who, without having become bankrupt, was burdened with 
debts which it was impossible for him completely to pay, could go to the official 
receiver of his district, who would help him to draw up a declaration showing 
the whole of the liabilities and estimating the whole of his assets. The farmer 
could then make a proposal suggesting either a reduction of his debts or an 
extension of the period of repayment. The official receiver then undertook to 
submit this proposal to the creditors. If they accepted it, the arrangement 
became compulsory and was registered in the county court. If no arrangement 
could be brought about between the farmer and his creditors, the question could 
be brought before the commission of revision, consi.sting of a judge as chair- 
man and of two other commissioners. The commission has full power to con- 
clude an arrangement both for secured debts and for debts that are not secured, 
and this arrangement is final and compulsory. 

The object of this law is to enable farmeis who are overburdened with debts 
but are not in a desperate situation to remain on their farms and to resume 
their work in less unfavourable conditions. 

Up to I October 1935, nearly 90,000 farmers had applied to the Official 
Receivers for information, and about 16,000 had presented concrete proposals 
for the settlement of debts. Out of this number, 10,625 farmers arrived at 
definite agreements. The proposals submitted involved a total indebtedness 
exceeding $70,000,000. The reductions made on this sum as a result of the 
meetings of creditors and of the decisions of the Board of Review amounted to 
about $12,000,000 (i). 

With the same object of relieving the farmers, the Farm Loans Laws have 
been amended so as to increase the total amount that can be lent by the Dom- 
inion Farm Loan Board from $15,000,000 to $40,000,000 and to raise the 
sum that can be advanced to any borrower from 50 per cent, of the value 
of the security to 60 per cent, with a maximum of $7,500. The Board has 
also the right to grant loans on second mortgage with the object of enabling a 
farmer to resume his work. 

The new legislation also pre.scribes that the farmers can completel}' redeem 
the mortgages at any moment (with remission of interest for three months) 
and that if the creditor refuses to accept the repayment the interest will be 
automatically reduced to 5 per cent. 

United States. 

As is well known, American agriculture received a great impetus during 
the war owing to the fact that the North American Continent was called upon 
to supply the belligerent countries with foodstuffs and textile fibres. This sud- 
den large demand for products required the clearing and transformation of about 


(1) F. W. Field, C. M. G.: Reiwrt on Economic and Commercial Conditions in Canada (iq 55-1936). 
Department of Overseas Trade. London, 1936. — G^:rard Filion : La revision des dettes agricoles. 
VAe^ualiU Economique, octobre 1936, Montreal. 
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40,000,000 acres of uncultivated land or pasture land. This fact, encouraged 
by the continual rise in the prices of products, brought about an active move- 
ment in the purchase of land by farmers, at the high prices that then prevailed. 
This was made possible by having recourse to a large extent to credit, which 
at that time was freely available; but heavy indebtedness resulted and the 
contraction of prices that followed rendered this indebtedness quite excessive 
and unbearable. In fact, after the .year 1920, as the gradual restoration of agri- 
culture in Europe had led to a decline in the demand for North American agri- 
cultural products, considerable stocks began to accumulate, with disastrous 
effects on the prices. As prices remained for a number of years at unremuner- 
ative levels, many farms became bankrupt, and almost the whole agricultural 
industry fell into a state of distress on account of the impossibility in which 
the farmer found himself of meeting the mortgage engagements entered into in 
1920, when the level of prices and the cost of money were higher than at any 
time since the beginning of the century. 

A confirmation of the economic distress of the farmers in the period we 
are considering is afforded by the decline in the agricultural income, particularly 
in relation to that of other classes. In 1919, the income of the agricultural 
class amounted to 18 per cent, of the national income, which in that year 
was estimated at $66,000,000,000. In 1921, the national income fell to 
$63,000,000,000, whilst that of agriculture was reduced to ii per cent, of the 
total. In 1928, the national income had risen to $88,000,000,000, while the 
agricultui^l income fell to 9.3 per cent, of the total. In 1932, the total income 
was reduced to about $44,000,000,000, and that of agriculture to about 
7 per cent, of the total. But while farm income had undergone these reductions, 
the mortgage debts and the taxes of farmers had remained at the same high 
levels as in 1920. 

Agricultural mortgage indebtedness was estimated in 1932 at about 
$8,500,000,000, the total agricultural debt being probably $12,000,000,000 (l). 
This latter sum, which is far higher than the farm income of the year, threat- 
ened to ruin both debtors and creditors. But the many measures relating to 
credit adopted by the Federal Government succeeded in improving the financial 
position of both classes. 

The central administrative body to which the carrjdng out of the new 
agricultural credit policy of the United States was entrusted was the Farm Cred- 
it Administration, established by Executive Order of the President No. 6084, 
which w^as submitted to Congress on 27 March 1933 and which became effective 
on 27 May 1933. Two tasks were assigned to the P'arm Credit Administration. 
The first was the creation of a system of completely unified credit institutions 
on a permanent basis to supply to farmers and to farmers' organisations credit 


(i) Yearbook of Agriculture, 1935. United States Department of Agriculture, Washington, 
1935. — David L. Wickens, Agricultural Economist, Division of Agricultural Finance; Farm Mort- 
gage Credit. Technical Bulletin No. 288. February 1932. United States Department of Agriculture, 
Bureau of Agricultural Economics, Washington, D. C. 
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adapted to their special needs at the lowest cost compatible with sound business 
practice. The second task was the emergency financing necessary to meet the 
credit crisis resulting from the general economic depression. The aim of this 
financing was to facilitate the adjustment of the excessively burdensome farm 
mortgage debt and to reduce the rates of interest. 

The importance of the refinancing carried out since the establishment of 
the Farm Credit Administration (i) is shown by the fact that in the period 
from I May 1933 to 31 December 1934 the Federal Land Banks and the Land 
Bank Commissioner granted 575,840 loans to a total amount of $1,494,454,231. 
The number and amount of the loans granted each month increased rapidly 
after May 1933 and reached their maximum in the first six months of 1934, 
loans for more than $150,000,000 being granted in March and June. 

Many applicants were indebted beyond the maximum allowed by the law. 
In order to enable them to obtain the maximum of the new loans, it was often 
necessary for the creditors to allow scale-downs of the principal owing to them. 
In nearly 16 per cent, of the loans granted b}^ the Federal Land Banks and 
by the Land Bank Commissioner between i May 1933 and the end of December 
1934 reductions of the principal were obtained. These reductions amounted to 
more than one fourth of the indebtedness of the farmers who obtained these 
adjustments. These transactions were to a large extent carried out through 
the medium of 2,700 county committees for the adjustment of farm debts in 
45 States. 

A second phase of the plan of refinancing relates to the reduction of interest 
charges on farm mortgages. Fanners who were already indebted to Land Banks 
obtained the benefit of the emergency reduction of the rates of interest. For 
those obtaining new loans the two main advantages provided — refinancing of the 
indebtedness and reduction of the rates of interest — were combined, since the 
farmers who had loans refinanced generally did so at reduced rates of interest. 

The reduction of the interest had the effect of reducing the proportion of 
the gross income that was absorbed b}^ the fixed charges. It is estimated that 
the reduction in interest charges on interest-bearing debts refinanced by the 
land banks and the Land Bank Commissioner from r May 1933 to 31 December 
1934 amounted to more than $20,000,000 a year, a saving of a fourth of the 
interest previously paid. 

Moreover, the reduction of the rate of interest to 4 cent, for five 

years, as from i July 1933, will amount to a saving of about $9,900,000 a 
year to borrowers from Federal Land Banks with loans outstanding on 12 May 
1933. The further reduction in the rate of interest to 3 J2 cent, for the 


(i) B. R. Stauber, Agriciilhiral Economist, and M. M. Regan, Asstx^iale Agricultural Ecoiioniist: 
The Fann Real Estate Situation, 1934-35. Circular No. 382, December 1935. United States Depart- 
ment of Agriculture, Bureau of Agricultural Economics, Washington, D. C. — Statements of Condition 
of Federal Land Banks, Federal Farm Mortgage Corporation, Federal Intermediate Credit Banks and 
Descriptive Summary of Production Credit Corporations and Associations, Banks for Cooperati\'cs, De- 
cember 31, 1935. Farm Credit Administration, Washington, D. C. 
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year beginning i July I 935 » will bring additional savings of about $20,000,000 
for the first year on loans granted by the Federal Land Banks, and about half 
that sum will be saved during, the other two years, during which the emergency 
rate of 4 per cent, is applied. Loans refinanced currently will involve savings 
due in part to the emergency rate of 3 per cent, and in part to the low con- 
tract rate of 4 per cent. 

In addition to reductions of interest, provision was also made for the defer- 
ment of the payment of the portion of the instalments representing principal 
on loans outstanding on 12 May 1933 granted during the two following 
years, provided the loan is otherwise in good standing. 

On 31 December 1934 1 ^^^ deferments granted affected a sum of $14,060,419. 
In other cases, in which the borrowers were unable, through no fault of their own, 
to pay the interest due and the instalments of capital, the Banks could allow 
extensions of time. Extensions of this kind in force on 31 December 1934 
affected a total sum of $35,140,928. 

Apart from the benefits obtained through interest reductions, the making 
available of credit in itself had far-reaching effects, the most important of 
which was, perhaps, that of reducing the number of distressed farms and 
facilitating their withdrawal from the real estate market. 

The general improvement that took place in the economic conditions of 
agriculture in the United States from 1934 onwards (i) had also a favourable 
effect on the credit conditions of the farmers. In spite of the extremely serious 
drought in the summer of 1934, which greatly reduced the volume of the crops, 
farm income increased, not only as the result of the benefit payments that the 
farmers received in exchange for the participation in the various adjustment 
programmes, but also by reason of the rise in prices, which compensated for the 
decrease of production. 

The total gross income from agricultural production, including rental pay- 
ments and benefit payments, was $7,300,000,000 in 1934 as compared with 
$6,406,000,000 in 1933. 

The number of bankruptcies amongst farmers in 1934 was 20 per cent, smaller 
than in 1933, and while 9 per cent, of the farmers became bankrupt in 1933, 
only 8 per cent, became bankrupt in 1934. This is a further indication of 
improvement in the financial position of the farmers. 

This improvement is also indicated by the decrease in the number of applic- 
ations for the special refinancing of farm debts. The highest number of applic- 
ations for refinancing was reached towards the end of 1933, when more than 
20,000 applications a week were received. From that time the number of applic- 
ations fell almost continuously, reaching the low level of about 3,000 a week 
in June 1935 (2). 


(1) See the report of Messrs. Stauber and Regan, already cited, on “ The Farm R^l Estate 

Situation, ” for 1935*36. Circular No. 417, October 1936, United States Department of Agriculture. 
Washington, D. C. ** e 

(2) Financing Agriculture in 1935. Farm Credit AdministraUon. United States Government 
Printing Office. Washington, D. C., 1936. 
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G. — South American Countries. 

Argentina. 

The economy of the Argentine Republic, which is mainly based on cereals 
and live stock, strongly felt the effects of the fall in prices on the world market. 
Internal prices, according to the general index-number of the prices of the 
principal export products, showed, at the end of 1933, a fall of 33 per cent, as 
compared with the average level of 1929. In certain cases, for wheat and 
maize, for example, the prices were not sufficient to cover the costs of produc- 
tion (i). Consequently the farmers could not pay their debts and were com- 
pelled to restrict their purchases; thus the distress from which they suffered 
affected the other sections of the national economy. All superfluous expenses, 
in fact, practically disappeared from the life of the farmer, and works were 
carried out on a more scientific and more economic standard. Amongst other 
effects, with a view to reducing the cost of production, a tendency has shown 
itself in recent years to substitute the system of renting land by payment of a 
percentage of the crop for the system of cash tenancy. In 1928-29, the number 
of cash-rented farms was 38,178 and that of share-rented farms 50,179; in 1932-33, 
the numbers were 27,808 and 54,391 respectively. 

Another characteristic feature of the crisis period has been the reduced 
employment of labour, the farmer seeking to be self-sufficient, by utilising 
to the maximum the work of his family and thereby effecting a reduction in 
the wages paid to regularly-employed agricultural labourers. 

No special statistics are available on the indebtedness of the farmers, but 
it is certainly heavy and widespread. As regards the class of landowners, indebt- 
edness has doubtless reduced the income of the large and small estancieros 
and cahafieros, who are obliged to forego many of the conveniences and amen- 
ities of social life that they formerly enjoyed. But the form of indebtedness 
that weighs most heavily on the rural classes is the debts contracted with 
private individuals. It must be noted, in the first place, that in the interior 
of the country, the bank of the settler and small farmer is the store selling 
provisions and other commodities where they buy all the year round what 
they have need of for their maintenance and that of their families and for their 
farms — food, clothing, seeds, ploughs, etc.; these purchases are made on credit, 
for the small farmer, by reason of the fluctuations in crops and prices, has not 
succeeded in putting aside the means necessary for working his farm. Repayment 
of the credit in question becomes due at harvest-time and if the storekeeper is 
also a grain-merchant, the crop is handed over to him in kind; otherwise, the 
crop is sold as soon as possible in order to pay the old debt, and a new debt 
is immediately contracted. Now, as long as wheat was sold at a price exceeding 


(i) The value of rural property has decreased considerably in recent years; the decrease has 
amounted to as much as two-thirds, as has been the case in the National Territory of La Pampa, in 
the course of five years. 
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6 pesos the quintal and other cereals at corresponding prices, there remained to 
the producer a margin that enabled him to meet some extra expenses (purchase 
of an agricultural machine, of a motor-car, etc.); but from 1930 onwards the 
situation changed; the receipts from the sale of the product no longer covered 
the credit granted by the storekeeper, and the difference which remained un- 
paid was carried over from one year to another. The small agricultural pro- 
ducer, cultivating an area of 100 hectares and more, who represents, so to 
speak, the most numerous element in the Argentine rural system, finds himsdf 
entirely at the mercy of the retail dealer. Hence results a general state of 
distress which sometimes reaches a critical phase, as in the summer of 1931-32, 
when large numbers of settlers threatened to abandon the harvest, which would 
not even cover the cost of cultivation. 

This situation did not fail to cause considerable anxiet}" to the public 
authorities. Hence the origin of that vast plan of economic action drawn up 
by the Government with the object of meeting the crisis from which the country 
was suffering; the carr3H[ng out of this plan was entrusted to the following bodies: 
Junta Reguladora de Granos, Junta Nacional de Carnes, Junta Reguladora de la 
Industria Lechera, Junta Reguladora de I'inos, Junta Nacional del Algoddn, 
Comision de Product os Alimenticios Nacionales, Comisidn Nacional del Aceite, 
Comision Nacional de Fructicultura. 

The plan embodies a policy of economic adjustment and of moderate inter- 
vention of the State in the economic system. The measures adopted for forming 
a reserve fund with the help of the profits on the transactions in foreign bills, 
with a view to maintaining the basic prices of the principal Argentine products 
have resulted in sufficiently protecting the producers against any new collapse 
of prices. 

For improving the credit conditions of the rural population the most effective 
measure was the authorisation given in 1933 by the Government to the Bank 
of the Argentine Nation to grant loans, through the medium of its Agricultural 
Credit Section, in order to encourage agriculture, stockbreeding and rural in- 
dustries, such loans being secured by the pledge of the agricultural product 
already harvested or still standing (i). In addition to these measures, two 
Taws, Nos. 11,720 and 11,741 must be mentioned. 

By the first of these Taws, promulgated on 26 vSeptember 1933, the com- 
mission of I per cent, charged on loan transactions by the Banco Hipotecario 
Nacional was suspended for a period of three years, as from the entry into 
force of the Taw, for the benefit of debtors who regularly fulfil their engagements. 
During the same period, the debtors of the said bank were not required to pay 
the half-yearly instalment of % per cent, fixed for the amortisation of their loan. 

The management of the Bank was authorised to conclude agreements with 
its debtors for the payment of arrears and to allow, in this case, periods of repay- 
ment not exceeding ten years. 


(i) El desarrollo ECONdanco-FiNANCiERo DE LA Repijblica ARGENTINA EN 1935 . Ecotiomia, 
Vol. I, No. 3. Buenos Aires, February 1936. 
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The Bank can wait three years, after foreclosure on a mortgaged property, 
before proceeding to the final liquidation of the loan transaction. Up to the 
moment of the final liquidation, the debtor has the faculty of redeeming his 
property by paying off the debt. 

The Government was authorised to pay a sum of 30,000,000 pesos m/n, 
in internal public debt bonds to the Bank, which must provide for the payment 
of interest and amortisation on the bonds utilised. 

The second law, dated 28 vSeptember 1933, laid down that engagements 
guaranteed by mortgage that had already become due or that, before the law 
came into force, had become liable to be called up on account of the non- 
payment of interest or of the stipulated amortisation payments, should be post- 
poned for a period of three years from the date on which the law came into 
force. The same provision was made in regard to mortgage engagements exist- 
ing on the day when the law came into force which, within a year from that 
date, become due or become liable to be called up for the reasons above indicated. 

To benefit by the measures above de.scribed, the debtor must not be more 
than two years in arrears in the payment of agreed interest nor more than one 
year in arrears in the payment of taxes. 

The payment of interest can only be enforced by legal process if the amount 
claimed is not less than the equivalent of six months’ interest. 

Ihe maximum rate of interest that can be demanded during the pejdod 
of the application of the law is 6 per cent, per annum. 

At the end of 1936, a new law, No. 12,310, extended for two years both 
the general moratorium of three years for mortgage debts decreed by Law 
No. 11,741 and the special moratorium for debtors of the Banco Hipotecario 
Nacional, decreed for the same period by Law No. 11,720. 

This recent measure was adopted by Congress with the reservation that 
in the interval an organic law on the subject was to be drafted aiming at the 
final liquidation of many important financial situations, which for a long time 
past have fallen into the economic absurdity of an income that is not even 
sufficient to cover the interest on the debt. 

Brazil. 

The vast programme for the economic adjustment of the country carried 
out by the Federal Government has involved, amongst others, measures directly 
intended to relieve the conditions of the farmers. Amongst such measures. 
Decree. No. 23,533 of i December 1933 was of fundamental importance; it re- 
duced by 50 per cent, all the debts of the farmers contracted before 30 June 
^933 the security of real property and also all debts contracted after that 
date in order to renew previous debts. 

This reduction also applied to debts contracted with banks in the event that 
the debtor finds himself in a state of insolvency. 

All persons or corporate bodies who, on their own account and for purposes 
of gain, carry on agriculture or stockbreeding, are considered as farmers (Decree 
No. 23,981 of 9 March 1934) even if, apart from so doing, they are also en- 
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gaged in the conditioning, or industrial transformation of agricultural pro- 
ducts. 

Owners of rural properties who have rented them to third parties and do 
not themselves directly engage in agriculture are excluded, except in cases in 
which the debt was contracted or renew'ed during a period in which they w^ere 
engaged in agriculture. 

In order that the creditors should not suffer any loss, the Government indem- 
nified them by the issue, up to a total amount of 500,000 contos of reis, of bonds 
of the nominal value of i conto of reis, exempt from taxes, bearing interest at 
5 per cent, per annum and repa3’able within a period of 30 years. 

But while it was urgent to lighten agricultural debts, as we have shown, 
it was not less urgent to obtain for farmers, by organised credit, the necessary 
means for carrying on their vocation, relieving them from the necessity of con- 
tracting debts wdth private individuals on burdensome conditions. This need 
was recognised by the Federal Government, which has lately set up an Agricul- 
tural Credit Section at the Bank of Brazil. This section will obtain the capital 
required for its working by the issue on the national market of bonds redeemable 
at a fixed rate, negotiable on the stock exchange. 

The Agricultural Credit Section is required to grant to farmers and to agri- 
cultural co-operative societies the loans of which they have need for purchasing 
seeds, fertilisers, agricultural machines, breeding stock, etc. Loans will also be 
granted to farmers to enable them to harvest their crops. The loans granted 
must, as a general rule, be repaid within 12 months. The amount of the agri- 
cultural loans must not in any case exceed one third of the estimated value of 
the crop immediately following the transaction. In cases of bad harvests or of 
calamities affecting the production, the management of the Agricultural Credit 
Section can decide as to the advisability of allowing a postponement of the dates 
of repayment. 


H. — Australia. 

The situation of the wheat-growers in Australia has become extremely crit- 
ical in recent years on account of indebtedness. Their situation was made clear 
by the Royal Commission on the Wheat, Flour and Bread Industries (i). They 
number more than 70,000, and 6o,Doo of them look to wheat-growing as their 
principal source of income. In 1933 their total debts amounted to about 150 
millions pounds sterling and they haye since considerably increased. 

The Commission divided the wheat-growers into three classes: those who 
can pay their farming expenses and- the interest on their debts when the price 
of wheat is not less than 3s. per bushel f. o. b. (40 per cent.); those who only 
succeed in paying a part of their expenses and of their debts (26 per cent.); 


(i) Royal Commission on the Wheat, Flour and Bread Industeues. Fifth Report, 1934* 
35-36. Commonwealth of Australia, 1936. 
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lastly, those who cannot produce at this price, even if they are entirely relieved 
of their debts (34 per cent.). 

The total indebtedness, at the time of the publication of the Report of 
the Commission, exceeded by i‘15,000,000 the total assets of the wheat- 
growers. 

The Commission studied the special causes of the difficulties that weigh 
upon the producers. Wheat-growing in Australia requires a somewhat large 
capital which, for the most part, is borrowed. The necessary funds for the 
purchase of land and the equipment of farms are obtained from the administra- 
tion, from banks and from private individuals. The current equipment, the 
live stock, and the working capital have been obtained on the security of the 
crops or of the farm animals or of various pledges or simply on note of hand. 
Merchants have made advances secured by crops that have not yet been 
sold. 

The Commission in question arrived at the conclusion that the only farmers 
who have been able to avoid incurring debts are those who have conducted 
their business with great economy and have combined wheat-growing with sheep- 
farming or other accessory forms of production during the period preceding the 
lean years. As to the others who have borrowed, their original debts must have 
been increased every year by the amount of the interest which they have no. 
means of paying when it becomes due. 

As regards the adjustment of debts, the same Commission recommended 
that procedure should be adopted whereby voluntary arrangements between 
creditors and debtors could be facilitated. For this purj)ose Debt Adjustment 
Courts were to be formed, presided over by a judge assisted by qualified advisers. 
These courts would decide case by case whether the farmer in question ought 
to be assisted. All the wheat-growers who showed a reasonable chance of again 
becoming prosperous and had need of assistance were to be assured of national 
aid, subject to the efficient conduct of their business; but if the court decided 
that there was no reasonable probability that the farmer would be able to pro- 
duce wheat at a normal net cost, or that he did not seem to be in satisfactory 
condition, or for other reasons, then he was not to benefit by the protection of 
special legislation. It was proposed that this plan of assistance to debtors 
should continue in operation for seven years (i). 

The Credit (Adjustment of Agricultural Debts) Act of 13 April 1935 laid 
down that a sum not exceeding £12,000,000 could be borrowed and that the 
proceeds of this loan could be granted to the vStates to be utilised in making 
payments to the farmers or on their behalf, in order to enable them to make 
voluntary arrangements with their creditors. 
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(i) The Report of the Royal Comnnssion on the Wheat, Flour and Bread Industries, already cited, 
gives a summary of the legislation adopted by the States of the Australian Commonwealth witli a view 
to the relief of agricultural debts. 
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ECONOMIC CONDITION AND POLICIES AFFECTING 
AGRICULTURE DURING THE WORLD ECONOMIC DEPRESSION 

ECONOMIC DEPRESSION AND RECOVERY IN ARGENTINA 


Contents: 1 . Characteristics of the Argentine economy (p. 126); II. The Nature of the 
Argentine crisis (p. 128); III. The continuance of the crisis and the emergence of 
solutions (p. 131) ; IV. The period of recovery (p. 136) ; V. Conclusions (p. 139). 

I. — Characteristics of the Argentine economy. 

It is an easy task to draw analogies between Australia, the subject of our 
previous study, and Argentina. Both are large and relatively underpopulated 
countries situated in the southern hemisphere at a long distance from Europe, 
dependent to a large degree on the export of agricultural and pastoral products 
for their existence. Both may be termed young countries, not only as regards 
their comparatively short history but in the .sense too that they do not appear to 
have approached the limits of their economic development. Not only have they 
both vast possibilities of expansion of agricultural production, which is likely 
to take place as world population increases or as standards of living in the world 
rise, but they are also beginning an expansion in a different direction, that is, 
in that of industrial production. Economic conditions and natural resources 
are indeed less favourable to industrial expansion than to agriculture. Argen- 
tina particularly has not the resources — coal, iron, etc., — for the building up of 
heavy industries. But factories producing the articles of every da^^ consumption 
are increasing in number and importance. Whatever form however the economic 
expansion of these countries may take, it will necessitate the assistance of the 
older countries. Before the world economic crisis of 1929, foreign capital in large 
amounts substantially assisted the development of each of these countries. If 
the world should return again to normal economic conditions, that process may 
be expected to repeat itself. 

On the other hand, though fundamentally there is a remarkable similarity 
between the two countries, Argentina has a number of advantages over the rival 
continent, which partly explain the fact that it has a population about double 
that of Australia though its total area is only somewhat over a third. The 
greater proximity of the Argentine to its markets has given it an important 
advantage in the chilled beef trade, whilst its natural pastures and grasses, more 
abundant, make the rearing of high class cattle comparatively easy. On the 
other hand, its better distributed rainfall makes larger areas available to cereal 
growing and general pasture. Whereas the greater part of the Australian con- 
tinent is waste land and desert, only about one tenth of Argentina is classed as 
unproductive land. 

The principal products of Argentina are all among the most important 
agricultural products of the world market, and Argentina plays a leading role 
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in the world trade in each of them. In the period 1925-29 Argentine exports 
averaged about one fifth of the world total in the case of wheat, three fifths in 
the case of beef and veal, three fifths in that of maize, and about one sixth in 
the case of wool. Again, about 80 per cent, of total exports of linseed came from 
Argentina. The dependence of Argentina on these exports, as indicated by the 
proportion of production exported, is absolute. In the same period wheat pro- 
duction averaged 6.6 million metric tons whilst exports averaged 4.4 million. 
Maize production averaged 7.5 million metric tons and exports 5.5 million, whilst 
linseed production averaged 1,86 million metric tons and exports 1.62 million: 
and in 1929 wool production equalled 1.5 million quintals and exports 1.2 mil- 
lion, and, lastly in 1930, beef production equalled 7.9 million quintal and e.xports 
3.5 million. Thus Argentina, like Australia, plays a dominant role on the 
world market for its products and at the same time is itself largely dependent 
on the world market. 

Again, Argentine exports have to be sufficient not only to pay for the imports 
of manufactured and industrial goods but also to pay interest on past borrowings 
and to enable the country to build up a sufficient exchange reserve against 
bad harvests or low export prices. The course of the Argentine trade balance 
is the most significant index of the soundness or otherwise of the economic pos- 
ition of the country. At the end of 1929 it was estimated that some £432,000,000 
of British capital was invested in the Argentine and some $770,000,000 of Amer- 
ican capital. Nevertheless before the outbreak of the world crisis, exports 
were developing so favourably that not only was it relatively easy to meet the 
interest and amortisation charges but it was possible also to build up gold 
reserves. The four years 1925-1928 were years of undoubted prosperity for pro- 
ducers and consumers and, consequently, for the State. The following figures 
shows the volume and value of Argentine exports in 1925-28, compared with 

1913- 


1913 

1925 

1926 

1927 

1928 


Million 

Million 

metric tons 

I>esos (gold) 

. II . 8 

519 

10. 1 

868 

. 12.3 

792 

. 18.7 

1,009 

17.0 

1.054 


The increase in the value of trade was used not to increase the value of imports 
but to build up gold reserves. In the same four years the total favourable 
balance equalled about 340,000,000 gold pesos, and a net balance of gold imported 
valued at 183,000,000 pesos. Thus the situation from this point of view was 
extremely satisfactory and reflected the prosperity of the farmer. Wheat growers 
were particularly benefiting from increasing exports and though maize exports 
reached their maximum in 1927, their volume in 1929 w^as substantially higher than 
in 1935. The course of wheat and maize exports is shown by the following figures 
(in million metric tons). As these show, wheat exports expanded continually 
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from the low level reached in 1926, whilst in the last four years shown maize 
exports were at a high average level: 



1925 

1926 

1927 

1928 

1929 

Wheat (including flour) .... 

. . . . 3.18 

2.22 

4-45 

5.52 

6.80 

Maize 

. . , . 2.04 

4.91 

^■34 

6.37 

5 05 


Even in this period there were of course signs that some contraction was to 
be expected in the general economic well-being of Argentina, the outstanding 
sign being the decline in cereal prices which began around 1927 as a result of 
the shrinkage of a- number of European markets (i). Further, the frozen beef 
market had steadily been contracting for a number of years, due less to trade 
barriers than to a definite change in tastes as regards meat in the principal market, 
the United Kingdom. These factors, though capable of checking optimistic 
belief in a period of perpetual expansion, were not of sufficient significance to 
be really alarming, for Argentina could count not only upon some of the best 
agricultural and pastural lands in the world but also on the fact that it always 
had a substantial advantage as regards production costs over its chief rivals. 
Neither tariff nor wage policy, nor tfansport costs, had the same importance as 
in certain other countries in keeping up the costs of agricultural production. 
Consequently Argentina appeared likely to feel the burden of a moderate shrink- 
age of world markets less than many other exporting countries. 

Nevertheless when the severe contraction which we call the world economic 
crisis took place, Argentina was one of the first countries to suffer heavily and 
by no means one of the first to take the upward path. The reasons for this 
particular reaction should be seen from what follows. 


II. — The nature of the Argentine crisis. 

The severity of the Argentine crisis is explained by a combination of circum-. 
stances: by the fact that the first crisis year 1929-30 coincided with a bad cereal 
crop in Argentina, and that its principal exports — the cereals — were preciselv 
those which were the latest to recover on the world market. Again the world 
industrial recovery- which began about 1933 could not bear so directly on Argent- 
ine economic conditions for, unlike the case of Australia, wool does not play 
such an important role in the Argentine economy. Whereas the recovery in 
wool was, as was seen in our previous article, of special importance for Australia, 
it would not be of the same importance for Argentina. For, whilst wool repre- 
sents over 30 per cent, of Australian exports, it represents less than 10 per 


(i) “Agricultural Protectionism and the Agricultural Situation 1925-29. Bulletin of Agricul- 
tural Economics and Sociology, March, April and May 1936. 
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cent, of Argentine exports. Since those pre-crisis phenomena mentioned above — 
tariff and other trade barriers, and the decline in the demand for beef — were accent- 
uated during the crisis, they consequently bore particularly heavily on Argentina. 
In the last quarter of 1929 the world prices, as measured by Liverpool quota- 
tions, of Argentina’s two principal crops began to slump and remained low 
throughout the season. In July 1929 Plate wheat was quoted at 46s. yd. per 
quarter. In June 1930 the quotation was 37.S. Between the same dates the 
maize quotation fell from 39s, id, to 24.s\ 3^/. It would be difficult under the 
best circumstances to compensate for such a decline in prices by a larger crop. 
But the harvest conditions were anything but the best. Drought and crop diseases 
and unseasonable rains reduced crops and exportable surpluses to the extent 
.shown by the figures below of production and exports (in million metric tons). 


Wheat 
Maize . 
lanseed 


Production Exports 


1928-29 

1929-30 

1929 

1930 

9-5 

4.4 

6,8 

2.4 

5-9 

7 -i 


47 

2.0 

13 

1 .6 

1.2 


Thus both the wheat and linseed crops were heavily reduced as compared 
with the preceding year, and, though the maize crops actually increased, wet 
weather coming late in the day seriously deteriorated the qualit}' of the crop. 
Exports of all three showed substantial contractions. 

In view of the price fall, noted above, it may be said that both as a result 
of local and world factors the Argentine economy was severely shaken. 

The first results of this unfavourable export situation were a fall in the 
value of exports, an adverse balance of trade, the export of almost all the gold 
that had been accumulated in the previous four years and a fall in the value 
of the Argentine peso. By the middle of 1930 the peso showed a depreciation 
of about 15 per cent. The internal situation was of course not better, for the 
burden of overseas indebtedness of farmers and public bodies grew whilst the 
means of meeting it diminished. The shrinkage in total value of the crop implied 
a shrinkage in land values, railway and taxation receipts whilst the decline of 
imports, even though this was not proportionate to the decline in exports, in- 
volved a contraction of governmental revenue. 

The depreciation of the exchange, however, tended to prevent the price fall 
of Argentine products on the overseas market being felt to the same extent 
in Argentina. Indeed the price of wheat in Buenos Aires was higher in January 
1930 than in any month of the previous year, and in June 1930 the price though 
lower than in January, was substantially higher than in June 1929. This partly 
explained the fact that the main hopes for recovery were placed upon better 
crops in the following year, and indeed the high prices resulted in increased 
sowings for the next harvest year. Consequently no particularly important 
measures were adopted to stop the drift in the exchanges and in tlie public 
finances or to reduce imports. 
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A political revolution in the last part of 1930 — one indication of the serious- 
ness of the situation — brought the promise of severe measures to. meet the crisis. 
But again, before effective steps could be taken, the situation deteriorated still 
further, owing to the fact that the world crisis became, in 1931, even more 
intense than in 1930. 

The hopes maintained in Argentina of larger crops and an increased volume 
of exports in 1930-31 were to some extent fulfilled. The wheat crop ’increased 
to 6.3 million metric tons, an increase of over 40 per cent. The maize crop 
increased to a record level of 10.7 million metric tons — an increase of over 50 per 
cent.; whilst the linseed harvest brought in 2.0 million metric tons, representing 
an increase of 54 per cent, over the previous year. Wlieat exports in 1931 in- 
creased to 3.8 million metric tons; maize exports more than doubled, reaching 
9.8 million metric tons, and linseed exports increased to 1.9 million metric tons. 
Wool exports too slightly increased but beef exports continued the decline which 
had been in operation almost since the first post-war years, reaching a level 
of only 491,000 metric tons compared with 549,000 in 1929 and 773,000 in 1927. 
But the extent of the fall in prices of Argentina’s exjjorts on the world market 
was such that though the total volume of exports increased by nearly 70 per 
cent, compared with the pre^aous year, the value of exports increased onl)^ from 
614 million gold pesos to 641 millions, or by only about 4 per cent. Never- 
theless an important fall in imports — the natural consequence of the diminished 
purchasing powder of Argentina — resulted in a favourable balance of trade, though 
by no means sufficient to bring the balance of payments into equilibrium, for it 
was still necessary to ship gold in order to pay the debt service and prevent w^hat 
was regarded as excessive currency depreciation. Between November 1930 and 
December 1931, gold to the value of 244 million paper pesos was exported by 
the Government for the payment of interest and amortisation charges, whilst 
between October 1930 and August 1931 the Banco de la Nacidn Argentina in 
agreement with the Government, shipped gold equivalent to 418 million paper 
pesos in order to check the depreciation, whilst further gold shipments were made 
by other banks. The seriousness of these shipments is seen when it is observed 
that in 1928 some 80 per cent, of the note circulation was covered by gold 
whereas in 1932 only about 50 per cent, was so covered. By these measures the 
exchange was certainly prevented from falling too far, but this meant that the 
heavy fall in prices now became very apparent even in terms of the national 
market, or in terms of the paper pesos, and that the increased harvest did not 
prevent the financial position of the farmer from getting still worse. In fact 
the prices in Buenos Aires of the three grain crops fell between July 1930 and 
June 1931 from 5.89 pesos per quintal to 3.82 pesos in the case of maize; from 
9.97 pesos per quintal to 5.96 pesos in the case of wheat, and from 17.05 pesos 
per quintal to 10.62 pesos in that of linseed. 

The situation of producers of other agricultural commodities was hardly 
better. It will be seen that the agricultural and economic problem of Argentina, 
as in other countries, was intimately bound up with the problem of the regula- 
tion of the exchange rate. 
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III. — The continuance of the crisis 

AND THE EMERGENCE OF SOLUTIONS. 

The first important step taken to control the situation was the establishment 
in October 1931 of the Exchange Control Committee with was empowered to 
control all dealings in exchange. In November the exchange rate was “ pegged ” 
to the United vStates dollar at the rate of 171 gold pesos to Si 00. With this 
measure it was hoped both to prevent further depreciation and reduce the value 
of imports. Events in 1932 and 1933 howevet proved that this attempt at 
stabilisation was premature, for Argentine trade continued to suffer, both from 
the low prices which continued to prevail on the world market and by the growth 
of trade barriers. 

Already in 1930 and 1931 Argentine exports had been severely hit by rising 
barriers in all her principal continental European markets, which affected all 
the cereal crops. Not only were tariffs raised to unprecedentedly high levels but 
new devices, such as import quotas and milling quotas (under which millers were 
obliged to use defined percentages of domestic grain) were introduced in a numl)er 
of countries. The worst blow however in this regard fell in 1932, when the 
United Kingdom reversed its traditional policy of free trade and adopted in 
March 1932 the Import Duties Act, and, pursuing a policy of Imperial Prefer- 
ence, raised tariffs again in accordance with the Ottav\a Agreements. The 
United Kingdom, as is well known, is the principal market of Argentina and 
takes normally more than one tliird of the total exports of that country. From 
the point of view of the Argentine the Act giving effect to the Ottawa Agree- 
ments was even more important than the Import Duties Act, for this had omitted 
wheat and maize, though striking the cereal flours. Ibider the terms of the 
Ottawa Agreements a 10 per cent. dut>' was levied upon mgize whilst a duty 
of 2.9. per quarter (480 lbs.) was levied on wheat, the British Dominions however 
being exempted from the duty. Thus the competitive position of Argentina 
in respect to its main rivals as regards wheat was definitely weakened. At the 
same time the United Kingdom agreed to limit the imports of foreign chilled 
beef to the quantities imported in the year ending June 1932, and to restrict 
by degrees the importation of frozen beef. The imports in the first quarter of 
1933 were to be equivalent to 90 per cent, of the first quarter of 1932: whilst 
the percentage was to fall each quarter until in the second quarter of 1934 it 
was to equal 65 per cent, of the corresponding quarter of 1932. Further it was 
agreed to impose no duties on imports of beef comingffrom the Dominions before 
August 1937 at the earliest. These measures affecting imports were supple- 
mented by new measures designed to increase domestic agricultural production 
in the United Kingdom. Thus by the end of 1932 Argentina had not only 
suffered from increased trade barriers but had also to face the prospect of 
permanently reduced markets for her staple exports. 

In 1932 and 1933, for the third and fourth years in succession, the trade 
situation again worsened, in part as a consequence of these developments in 
European tariff policy, in part as a consequence of shorter crops and, lastly, as 
a consequence of the exchange policy in Argentina which was not successful in 
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reducing imports sufficiently. In 1931-32 unfavourable prices resulted in* a 
reduction of the sown areas in maize and wheat and the crop was reduced to 
7.6 million metric tons in the former case and 6.0 million metric tons in the 
latter. The volume of all exports in 1932 fell from 18.5 million tons to 15.8 mil- 
lions, due chiefly to a heavy drop in maize exports. In wSpite of a slight improve- 
ment in wheat prices the low export volume and lower prices for the other 
products resulted in a further contraction of the value of exports, from 641 mil- 
lion gold pesos to 566.6 millions. In 1932-33 production of maize again fell, 
but wheat production rose somewhat. Exports of maize suffered another large 
fall in 1933 going down to only 5 million tons. Exports of linseed also fell, 
from 2 million tons to 1.4 millions, so that in spite of an increase in wheat exports, 
total Argentine exports declined in volume once more, to only 13.8 million tons. 
Even in paper pesos the value shrunk, falling from 1,288 millions in 1932 to 
1,121 millions in 1933. Prices in Buenos Aires now reached extremely low levels. 
Thus in 1933 wheat averaged 5.77 paper pesos per quintal compared with 10.13 
in ^1929, whilst maize averaged 3.99 paper pesos against 8.04 pesos in 1929; 
linseed 10.57 pe^^os against 18.25, beef 10.98 against 23.52 pesos. Thus in both 
years low volume and low prices combined to put the Argentine economy in a 
precarious state. 

Owing to these large falls in exports, the pegging of the exchange at a de- 
preciated rate was not sufficient to restore equilibrium in the balance of payments. 
Though the trade balance grew more favourable in both these years, the Exchange 
Control Committee apparently did not find itself in a position to obtain sufficient 
exchange to meet the claims of exporters to Argentina. As a result of these 
factors the value of blocked peso accounts awaiting transfer increased consider- 
ably both in 1932 and 1933. The Argentine Government was however not slow 
in making advantageous use of these funds, as may be seen from the Roca- 
Runciman Convention concluded in May 1933, between Argentina and the United 
Kingdom. This agreement, the principles of which were copied by a number 
of other countries in subsequent years, besides containing a reciprocal under- 
taking not to impo.se further import duties — particularly, important for Argent- 
ina, as was shown in 1934-35 when the British Government was obliged in con- 
sequence of the agreement to subsidise beef producers instead of reducing imports — 
contained provisions which resulted in the funding of the blocked balances due 
to the United Kingdom, and subsequently, also to the United States and Euro- 
pean countries. The Convention provided that whenever any system of ex- 
change control was operative in Argentina, the full amount of the sterling exchange 
arising from the sale of Argentine products in the United Kingdom should be 
made available for meeting applications for remittance to the United Kingdom, 
after the deduction of a reasonable sum annually towards the service of the 
Argentine public external debts payable in countries other than the United 
Kingdom (i). The process of funding began in October 1933 with the British 


(1) See The Economist'. Argentina Supplement ^ January 1936. The Economic Conditions 
IN THE Argentine Repubuc. March 1935. Department of Overseas Trade. London 1935. 
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debt and continued with the funding of the debts to the Ignited States and other 
countries. One important effect of this process was that it provided the Argent- 
ine Treasury with liquid funds at low interest rates. In January 1934 further 
agreements funding the debt were made with Belgium, Holland, Switzerland and 
Germany and, in December 1934, with vSpain. These agieements represented 
the establishment of the important principle of making debt payments directly 
dependent on exports to the creditor country, and resulted increasingly in Argent- 
ina’s exchange policy being directed to distributing exchange according to the 
value of purchases of Argentine products, representing the trend which has been 
predominant in the kvSt few years from multilateral to bilateral trade. 

This system was implemented by new legislation at the end of 1933 made 
necessary by the still unsatisfactory state of the exchanges and by the extremely 
unsatisfactory position of the farmers. The exchange rate still appeared too 
high to prevent the accumulation of blocked funds, whilst some means of obtain- 
ing a rise in prices for the farmers was imperative. On November 10, 1933 
a decree was issued setting up a system of prior exchange permits. Importers 
would make applications for exchange on ordering their goods, and those import- 
ers who were granted prior permits would be able to obtain the exchanges as 
soon as the goods had passed through the customs. The number of prior permits 
was made to depend upon the available foreign exchange. By this method 
importers would be discouraged from importing unless they had the certainty 
that they would be able to obtain the exchange. Under the previously existing 
system importers felt sure of getting exchange at the official rate, and since this 
rate was not high they were consequently encouraged to import values for which 
exchange was not available. Hence the growth of blocked accounts. 

In the same month other measures were adopted. A Grain Board was set 
up with authority to purchase on Government account wheat, maize and linseed 
at basic peso prices somewhat higher than the prevailing market prices. Further 
reorgani.sation of the exchange market was of the utmost importance for this 
scheme. Firstly the official buying rate of exchange was further reduced — as 
we have seen, a necessary step. Secondly the Exchange Control Committee 
was authorised to auction the exchange each day to importers and other aii- 
thorised holders of official permits. The selling rate thus obtained, which was 
always higher than the buying rate, left a profit to the Government which was 
to be used both to meet the additional cost of overseas debt as a result of 
devaluation and the losses on the purchases of grain by the Grain Board. Thus a 
system was found combining equilibrium of the exchanges with direct assistance 
to the farmer. 

Among the factors bringing about the improvement in the economic con- 
ditions of Argentina in the years succeeding 1933 which will be described below, 
these efforts in respect of trade and exchange regulation are not the least import- 
ant. This tendency towards reorganisation had however also manifested itself 
in other directions during 1933. Indeed it may be said that if 1933 were the 
worst year of the crisis, it was also the year in which the foundations were being 
laid for future progress, in which reorganisation in every sphere in preparation 
of an eventual recovery was proceeding at a rapid rate. By this year public 
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finance liad been brought into something like order. The crisis itself had brought 
budget deficits on the three years 1929-31 amounting to 645 million pesos. By 
1933 this deficit had been reduced to only 20.5 millions. Again, the fact that 
Argentina had always met its public overseas debt was to bring its reward not 
only by making possible the funding of the blocked accounts but also in subsequent 
years, when conversion schemes were successful in reducing the debt. The farm- 
er was given time to take breath by a declaration of a three year moratorium, 
which checked the inevitable crisis tendency towards liquidation or sale of farms 
which could not meet the obligations which had been contracted in more prosper- 
ous times. At the same time costs of production in all aspects — wages, rents 
and interest — were being reduced to the lower levels necessitated by the lower 
sale prices. Some figures may be given which illustrate the extent of the adjust- 
ments in costs which had been brought about by 1933-34. The reductions in 
costs shown by the table below were obtained principally through reduction in rents 
and wages, though in some cases the greater application of mechanical appliances 
also contributed in this direction (i). Some further assistance was given to farm- 
ers in the middle of 1933 when the Government authorised the Banco de la 
N acton to grant loans for the encouragement of stockbreeding, arable farming 
and rural industries. Loans were granted on relatively liberal terms for the 
purchase of seed, for harvesting, threshing and sacking grain, for stockbreeding 
and for the purchase of dairy cattle and towards the expenses of shearing sheep. 



1931-32 

1932-33 

1933-34 

Cost on farm (pesos per quintal): 

Wheat 

. . . 6.00 

5 - 3 (> 

4,78 

Maize 

. . . 3-% 

3 5 ^^ 

3.24 

I /inseed 

- - - 8.73 

734 

6,87 

Total cost at port (pesos per quintal): 

Wheat 

• - • 7-23 

6.59 

6.01 

Maize 

. . . 4.7S 

4-49 

4.17 

Ivinseed 

. . . 9-99 

8. 60 

8.13 


In Argentina, as in many other countries, the crisis gave a stimulus to the re- 
inforcement of old, or the setting up of new mechanisms for the control of market- 
ing. Of these the foremost were the National Meat Board and the Grain Board, 
set up in October and November 1933 respectively. Both of these arose in part 
out of the dissatisfaction of the farmers — which always became particularly vocal 
during periods of falling prices — with the existing organisation of selling, by which 
the bulk of the giain and meat was sold to a small number of large exporting 
firms, which, holding what was almost a monopolistic position, were often, in 


(i) For greater details concerning reductions in costs see the section on the Argentine in The 
World ACRicuLTtJRAL Situation 1934-35- International Institute of Agriculture, 1936. 
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the eyes of the farmers, able to keep down the prices paid to them. The setting 
up of Boards was intended not to raise prices on the world market by monopolistic 
action but to secure to the farmers a higher proportion of the price of their product. 
The Grain Board was empowered to intervene to keep prices from falling below 
defined minima. The Meat Board, financed by a tax on stock farmers in propor- 
tion to livestock-sales, was to defend the interests of those farmers in a variety 
of ways — particularly against the meat-packers. To this end the Board formed 
in October 1934, the Corporation of Argentine Meat Ihoducers of which stock 
farmers were shareholders according to their contribution to the above mention- 
ed tax. During 1935 the efficacy of the corporation could be measured by the 
complaints made by the meat packers that the Corporation was bidding up prices 
too high. Though drought in the Argentine and elsewhere made this possible 
the existence of the Corporation probably enabled tlie stock farmers to make 
more use of such favourable circumstances than otherwise might have been the 
case. 

In April 1934 a Dairy Farming Control Board was set up equally with the 
purpose of defending ” dairy farmers. Thus butter factories had to obtain 
licences from the Board and to publish the prices they would offer for butter fat. 
These measures were designed to stimulate competition for dair}^ produce. A 
sales tax was impo.sed on butter, the proceeds of which were used to pay a bonus 
to milk producers. In the same year and subsequently other measures usually 
involving a Control Board were taken to improve the selling price of wine, cotton, 
sugar, yerba mate and vegetable oils — in fact by 1936 almost every branch of Ar- 
gentine agriculture was under the control of a state-organized body (i). Though, 
as we shall see below, the economic recovery in Argentina cannot be ascribed to 
them, in many cases they were successful in enabling farmers to feel immediately 
the benefits of improved conditions. The future only will show if they can avoid 
further crises of the type from which they resulted. 

Certain other developments may be noted which, if not brought about by 
the crisis, were at least particularly stimulated by it. As has been pointed out 
above and amply demonstrated during the crisis, the overwlielming dependence 
of the Argentine on those products which are mostly affected by the crisis and by 
trade barriers can work to the disadvantage of the country in abnormal years. 
This fact gave a stimulus in some areas to the cultivation of other crops. Among 
these perhaps the most important is cotton. Since the war the area under this 
crop has been rapidly extended. Before the war only about 2,000 hectares 
were sown. In 1925-26 to 1929-30 the average had risen to 98,000 hectares. 
During the crisis itvSelf there was an expansion each year, so that the area by 
1934-35 had reached 286,000 hectares. Production in that year reached 64,000 


(i) See also The World Agricultural Situation in 1934-35. international Institute of Agri- 
culture Rome 1936, pp. 124-135. S. G. Hanson. Farm Relief in Argentina. Journal of Farm Eco- 
nomics. August 1936. Economic Conditions in the Argentine Republic, Department of Overseas 
Trade. April 1936, p. 16. 
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metric tons compared with 25,000 metric tons in the pre-crisis years. This ex*- 
pansion was indeed so rapid that cotton growers found themselves in difficulties 
at a time when other producers were beginning to improve their situation. 

This development in cotton growing was connected with an equally signific- 
ant development in Argentina — a development common to most agricultural 
exporting countries during the crisis — namely the growth of domestic industry. 
Argentine industry divides into two branches: those connected with the export 
trade and agriculture, such as meat packing, milling, sugar refining, etc., and those 
connected with the production of goods for domestic consumption. The great 
war had given a stimulus to the latter, but with the restoration of industry in 
European countries competition from imports put a check to this growth. With 
the crisis, however, bringing with it a depreciation of the currency and emergency 
tariff measures domestic industry gained a new life. Expansion has taken place 
particularly in the cotton textile industry, which uses the greatly expanded dom- 
estic cotton production, in the woollen industry, the paper and cardboard in- 
dustry and rubber industry. Some non-ferrous metal industries — lead and tin — 
are being developed almost to the satisfying of domestic needs. In all these 
industries imports have fallen considerably, whilst in some cases, as for example 
the tomato paste industry, even exports are being developed. A measure of 
progress in the cotton industry is given by the number of spindles which according 
to a private estimate (i) increased from 60,000 in 1930 to 200,000 in 1935 whilst 
in the latter year another 100,000 w’^ere being installed. Equally spectacular 
rates of growth occur in other directions. The expansion of all of these industries 
coincided with the decline of the corresponding imports. The conclusion which 
may be drawn from these developments in agriculture and industry is that the 
Argentina is progressing along the path of diminished specialisation and is seeking 
to minimise its dependence on a very restricted range of products for the produc- 
tion of which Argentine conditions are particularly favourable. 


IV. — The period of recovery. 

The analysis so far has indicated that by the end of 1933 and the first part 
of 1934 reorganisation in Argentina had put the country in a better state either 
to resist more shocks or to benefit by improved conditions. Fortunately in the 
succeeding period the latter was the case: it is the purpose of the following to 
outline the character of the improvement which began in 1934. 

The 1933-34 wheat crop was much larger than in the preceding year, reaching 
7.8 million metric tons representing an increase of 1.2 million tons. The maize 
crop was slightly less, falling to 6.5 million metric tons, representing a decrease 
of 0.3 million tons, whilst the linseed. crop improved slightly by 150,000 tons. 
Both wheat and maize exports however increased substantially in volume in 1934, 


(i) Quoted in The Economist : Argentina Supplement. 8 February 1936. 
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wheat exports, in spite of the International Wheat Agreement of 1933, rising by 
800,000 tons, and maize by 470,000 tons, linseed remaining practically stable. 
The total volume of Argentine exports improved from 13.8 million metric tons to 
15.3 millions, the other items showing an important increase being oats and cattle 
hides. Several factors co-operated during this year to increase the value of these 
exports by an even greater percentage than the volume, for prices rose as a result 
of the devaluation of the peso, of the activities of the Grain Board, and of short 
world crops — particularly due to the failure of the North American harvest. The 
total value of exports indeed rose in 1934 to 1,438 million papei pesos, represent- 
ing an increase of nearly 30 per cent. 

The operations of the Grain Board were based on the principle of buying at 
officially established minimum prices from the farmers and selling at world values, 
the losses to be covered, as explained, from the profits of the exchange fund. 
Though it was not intended to accumulate stocks, the centralisation of selling made 
it possible for the Board to choose more favourable moments for disposing of the 
crops and to exercise thus a steadying influence on the market. As seen at the 
International Wheat Conference of 1933 and later, when Argentina exceeded 
her quota, Argentina, like Australia, did not trust the policy of attempting 
the exercise of monopolistic influence on world markets, or of holding back 
supplies. 

The fixed minimum prices at Buenos Aires were, per quintal, 5.75 pesos for 
wheat, 4.40 pesos foi maize and 11.50 pesos for linseed. As a result however of 
the devaluation of the exchange, maize prices rose almost immediately to the 
minimum and linseed prices above it. The operations of the Board were confined 
in the first instance therefore to the purchase of wheat. Thitil the middle of 1934 
the Board was losing between 40 and 60 centavos per quintal on wheat. By that 
time however the price began to improve with the news of the probable bad har- 
vests in North America. Having remained until May at 5.75 pesos per quintal 
it quickly rose, reaching in the second week of August, the maximum price 
since the outbreak of the crisis of 8.40 pesos, thereafter however declining, though 
always remaining well above the minimum price. In consecjuence indeed of 
this favourable turn of events the losses of the Grain Board in the first part of 
the year were much more than offset by its gains in the second part, so that on 
28 November 1934, one year after the commencement of operations, the Min- 
istry of Finance was able to announce a favourable balance of 43 million pesos 
on grain account alone. This sum was held in reserve against possible losses on 
the new crop, whilst the government decided to maintain the same minimum prices. 
These prices indeed had fallen below world prices but still formed a basis of secur- 
ity representing a level below which actual prices could not fall and one which 
was in general well above the reduced costs of production. During its first year 
the Board dealt with over 70 per cent, pf the exportable wheat surplus. 

The growing improvement in internal economic conditions during the year 
was reflected in a growth of imports, which rose from 897 million pesos to i,iio 
millions. Nevertheless exports rose by more, so that the visible surplus of ex- 
ports over imports rose from 224 millions to 382 millions, a fact wdiich rendered 
easy the operations of the Exchange Commission. The utilisation of these fav- 





ourable circumstances by the Commission resulted in profits of 91 million pesos 
in the first year— 24 millions being used to meet the extra burden of the debt due 
to the devaluation and 1.7 millions in bounties to dairy producers. At the same 
time it was possible to build up a foreign exchange fund which was to be used like 
the British Exchange Equalization Fund, for the smoothing out of fluctuations 
in exchange rates. 

The year 1935 saw a further marked improvement in the trade situation— 
and therefore in the general economic .situation — for almost the same reasons as 
in the previous year. The I934“35 niaize crop was a bumper crop, that of 
linseed well over the average whilst the wheat crop was a good average crop. 
World factors again worked favourably to the Argentine, for not only were 
world crops again short as a result of drought and bad conditions but general 
economic recovery had become fairly definitive. Prices of wheat, linseed and 
beef were again higher. Thus though exports of wheat fell somewhat in volume, 
the fall in value was much slighter. Again the volume of chilled beef exports 
remained practically unchanged, yet their value increased by well over 25 per 
cent., and whilst the volume of linseed increased considerably the value increased 
still more. On the other hand the bumper maize crop sent down prices so that 
the increase in value was not proportionate to the increase in volume. Total 
Argentine exports show an increase both in volume and value. The following 
figures show more precisely the character of the improvement in these 
exports. 


Products 

1934 

1935 

Volume 
million 
metric tons 

Value 

million 

pesos 

Volume 
million 
metric tons 

Value 

million 

pesos 

Wheat 

4.8 

295-3 

3-9 

273.8 

Linseed 

T.4 

170-5 

1.8 

215-9 

Maize 

5-5 

30T.6 

7.1 

321.7 

Chilled beef 

0 35 

1 27. 1 

0.35 

161.2 

Total exports j 

15 3 

1.438.4 

16.2 

1.569.3 


Imports too increased slightly, and once more the surplus of exports over 
imports increased, this time from 328.5 million pesos to 477.9 millions. Profit 
in the exchanges and the exchange fund again increased. 

A concomitant of the recovery was the improved financial situation of the 
central government, due to conversions, consolidations, to the introduction of 
income tax and economies. In reporting on the Budget Bill for I936~in which 
the 1935 estimates were readopted — the Chairman of the Senate Finance Commis- 
sion claimed for the Government the following imposing achievements: the bud- 
get deficit been reduced from 329 million pesos in 1930 to 200,000 pesos in 1934; 
the floating debt from 1,207 million pesos to 117 millions by the midle of 1935: 
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the public debt service from 288 millions in 1933 to 231 millions in 1934. More 
credit in consequence was found for public works. ^ Yet total expenditure fell 
from 1,056 millions in 1930 to 937.6 millions in 1934. The financial year 1935 
actually closed with a budget surplus of 27 million pesos (i). The financial reor- 
ganisation, which by reducing rates of interest on new capital was of particular 
importance both for industry and agriculture, culminated in March 1935 with 
the setting up of a Central Bank. 

The reorganisation of trading relations through control of the exchanges was 
renforced in April 1935 by a new measure imposing an additional surcharge on 
all imports not covered by prior permits, which thus, in most cases, affected those 
imports from countries with which there was an unfavourable balance of trade. 
The policy of equilibrating trade with industrial countries began indeed to have 
effect chiefly in 1935. Outstanding among the changes in Argentine trade was 
the conversion of an adverse visible balance with the United States in 1934 amount- 
ing to 67 million pesos to a favourable balance in 1935 of 27.8 millions. In 
1933 most important countries with which Argentina had an adverse trade 
balance were Germany, Spain, Italy, JapanBrazil and the United States. In 1935 
the trade balance with all these except Japan and Spain had become positive, 
whilst the adverse Spanish balance was much reduced. We have already seen the 
extent to which the total favourable balance increased. 


V. — Conclusions. 

ThCvSe last two years thus saw a distinct revival in Argentine agriculture and 
trade, a revival which did not fail to spread to all other spheres of economic ac- 
tivity. The position of the farmer in general had undoubtedly improved, except 
for relatively isolated cases, for as we have seen the prices of his products were 
rising whilst costs w'ere falling, and at the same time yields improved. Never- 
theless it was not be expected that the pre-crisis situation would so quickly be 
reached. The losses of four years of crisis could not be compensated for by the 
gains of two or even three years. In 1935-36 short wheat and linseed crops, less 
than compensated by an increased maize crop did not have indeed as serious 
consequences as they would have had formerly. The improvement in the price 
situation was such that in December 1935 the Government was able partially to 
compensate f aimers for the losses of crops by raising the minimum prices of 
wheat and linseed above world prices to 10 pesos and 14 pesos per quintal respect- 
ively, which it would hardly have been able to do if the recovery of the preceding 
two years had not taken place. This recover)^ enabled the Argentine to withstand 
the shock of the short crops of 1935-36 but could not remove all traces of the crisis. 


(i) Economic Conditions in the Argentine Republic. April 1936. Department of Overseas 
Trade. London, 1936, p. 5. 



An indication of this is the prorogation for two years towards the end of 1936 
of the three year mortgage moratorium promulgated on 28 September 1933. 

Recapitulating the main lines of our study it may be said that the Argentine 
crisis was particularly severe in the first instance as a result of the coincidence of 
very short crops and catastrophically low prices. The crisis lasted particularly 
long since the main commodities on the export of which to the world market the 
Argentine depends were precisely those which were subject to the severest restric- 
tions on the import markets. The crisis affected all branches of the economy, 
reducing farmers’ income and increasing farm debts, upsetting the balance of pay- 
ments and putting public finance into a precarious position. The organisation of 
recovery proceeded through the reduction of costs, the organisation of marketing 
and the stimulation of new products in the internal sphere, the devaluation of the 
currency and the resultant control of the grain markets and trade balance in the 
external sphere. The recovery itself was materially assisted by the disappearance 
of that original overproduction in cereals to which the world agricultural crisis 
is usually attributed, as a result of drought and crop failures in many parts of 
the world in 1934 and 1935; and— what is a better augury for the future— by the 
increasing purchasing power of the world as a result of the industrial recovery in 
progress almost since 1932. 

The essential bases of the Argentine economy have not, in spite of the changes 
in internal economic organisation, changed during the last seven years. Argent- 
ina still depends on the export on the world market of cereals and livestock pro- 
duce, in exchange for manufactured goods. Imports of many classes of these 
latter have indeed fallen off very much during the crisis. The complementary 
character of the Argentine economy to the industrial countries of the Northern 
Hemisphere ensures that a full recovery in that country can only be of benefit 
to the rest of the world. Here however — as in the case of so many other countries 
in the economically small world of the twentieth century — this recovery awaits 
the revival of international trade. And that will hardly come of its own accord. 

A. EmanueIv. 
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Borroni Prof. Ugo, II Commercio del Cotone - I Cotoni Americani. Milano, 
Ed. Dr. A. Giuffre, 1936-XIV, pp. XXXIV-291. Lit. 30. 


[After a short introduction giving the general economic and technical aspects of 
cotton, an examination follows in Chapter I of the crop as a factor in agricultural 
activity in the United States and the fundamental characteristics of the Cotton Belt 
are set out. The importance of the local markets and the place of credits and of 
financing in cotton transactions is explained in detail by the author in Chapter II. 
In the third and last chapter the organisation of the cotton export is examined, futures 
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trading is analysed with sufficient clearness and there is finally a note on the co-op- 
erative system of cotton marketing. The material dealt with is handled systemat- 
ically and a very comprehensive bibliography is added]. 

M. T. 


IvE Commerce international de certaines matiEres premieres et denrEes 
alimentaires par pays d’origine et de consommation e:n 1935. - vService d ’etudes 
economiques de la SocicHe des Nations, Geneve, 1936. 

[This volume represents a first effort to do away with the differences that exist 
between the trade statistics of different countries, and, more particularly, between 
statistics computed in different ways to register the origin and destination of 
marchandise. 

The Committe of expert statisticians set up in virtue of art. 8 of the interna- 
tional Convention relating to Economic Statistics of 1928 took the view that a com- 
plete and exact review of the destinations of goods exported by each country could 
only be obtained through an improvement in import statistics, h'or this purpose all 
countries would have to adopt in their trade statistics the following definition of 
country of origin, recommended by the international Convention, *' The expression 
country of orisiin or production shall mean, in the case of natural products, the 
country where the goods were produced, and, in the case of manufactured goods, 
the country where they were transformed into the condition in which they were 
introduced into the country of import, it being understood that re-packing, sorting 
and blending do not constitute transformation. ” 

As a first step, the Committee has thought it “ useful that governments which 
do not at present register their imports by country of origin adopt this procedure 
for at least 35 articles, principally raw materials and foodstuffs, ” which it has 
selected and defined. The Council of the lycague of Nations has made a recommend- 
ation to the (^vemments in this vsense and has authorivSed the Secretariat to collect, 
group and pubhsh the data in question. 

In the volume which has just appeared it lias been possible to make use of the 
questionaires for 1935 which have been filled in by the governments of 28 countries; 
the data thus obtained have been completed by additional data drawn from the 
ordinary trade statistics of 1 1 countries which register imports by country of origin 
and in part, by data of 4 countries which register the country of consignment. 

It has of course not been possible in the first years to obtain in every case a 
definition of the country of origin. Though the data on the basis of which the volume 
has been compiled are far from beuig perfect, the tables already provide a good 
indication of the movement of goods between producing and consuming countries. 

At the same time they provide a valuable basis for the future improvement of 
trade statistics, since this first attempt brings out clearly the fairly numerous and 
often serious divergences which still have to be eliminated]. 
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THE SOCIAL INCOME AND THE VARIATIONS FROM 1931-32 TO 
1932-33 OF THE SOCIAL INCOME ON FARMS ENGAGED MAINLY 
IN LIVE STOCK PRODUCTION IN CERTAIN EUROPEAN COUN- 
TRIES: SCOTLAND, NETHERLANDS, SWITZERLAND, GERMANY, 
AUSTRIA, DENMARK, NORWAY, SWEDEN AND FINLAND. 

Summary: Importance of the social income. — Table of tlie variations from 1931-32 to 
1932-33 of the social income, the gross return and farming expenses of the farms 
mainly engaged in live stock productilin in a part of Europe. — Social income in 
1932-33 in Scotland, Netherlands (Overijssel), in Switzerland, iu Germany, in Austria, 
in Denmark, in Norway, in Sweden and in Finland on the group of farms mainly 
engaged in live stock production. — Variations, from 1931-32 to 1932-33, of the 
social income on these farms. — Causes of these variations. — Conclusion. 

In the Report of Dr. R. L. Fensch on the vSocial Income in Agriculture (i) 
the following remarks occur: Up to the present, the social income has been little 
used for measuring the return or the productivity of individual farms or of groups 
of farms. The reason is that, in an epoch of individualistic view of the world and 
of economy, the whole was not seen, only the individual. Everything was referred 
to the farmer himself; to judge of the success of the undertaking, use was made of 
the net return, or the effective interest on the capital. ” The net return repre- 
sents a part only of the income from the farm, while the social income covers the 
whole. The farm undertaking does not only reward the employment of capital: 
it also ‘yields an income which is used to pay the employees, the creditors, the 
State as tax collector. In other words, the farmer benefits by a part only of 
the total income of his farm; the other part falls into the hands of third parties. 
In economic science, this total income of the farm, or this sum of incomes, has 
received the name of the social income. It is obtained b}^ deducting from the 
gross return the working expenses proper, i. e., the farming expenses, excluding 
the costs of labour and the taxes. What remains is the compensation which the 
operator receives for the employment of the labour and capital necessitated by 
the farming of his land, as for the services rendered to him by public institutions. 
A part of this income, larger or smaller according to the conditions in which he 
has worked and the size of the farm, remains within the hands of the farmer: this 
is called operator's income or family farm income. The farmer is only anxious 
to know what fraction of the .social income he can consume for his own use 
without encroaching on his own family capital, leaving all capital untouched. 


(i) Fensch, Dr. H. I,. Das volkswirtschaftliche Kinkommen aus dcr Landwirtschaft,Bt iiin. 
(Introduction passim). 


Table I. — Social Income, Gross Return and Farming Expenses in 1^32-;^ j of the 

(The social Income 


I)I-:Sie',NATION 

Number 

of 

farms 

Average 

area 

ha. 

Live stock production 


Miscel- 

laneous 

branches 

6 


Cattle 

Pigs 

3 

other 

animals 

4 

Crop 

produc- 

tion 

5 

Breeding 
stock; 
slaughter 
stock, etc 

I 

Milk 

and milk 
products 

2 

Dairy farms. 










Scotland : 

1 









North-east and South- 

i 









west 1931-32 

i 60 

1 77.66 

14.62 

173-51 

29.35 

9.06 

29.27 

4.42 


1932-33 

' 73 

: 104 

10.09 

127.23 

25.96 

8.71 

21.09 

6.09 

i 

Netherlands: 

! 









Overijssel: grazdng dis- 

! 









tricts 1931-32 

173 

18.90 


52 — 

10.37 

2.57 

2.64 

— 


1932-33 

190, 18.94 

9-43 

45-94 

11.07 

2.37 

2.54 

— 


Overijssel: Ijsselstreek 1931-32 

! 34' 1773 

i 2.13 

35 -.55 

16.73 

10.39 

10.65 

— 


1932-33 

45 

17.22 

! 8.63 

33-01 

26.07 

8.32 

9 ..39 




Overijssel: sandy dis- 



I 







tricts 1931-32 

215 

14 — 

3-27 

54-64 

24.92 

14-31 

4-29 

— 


1932-33 

252 

13-90 

4.18 

46.69 

27.62 

11-65 

3-35 

— 


Switzerland: 










Dairy Farms . . , , 1931-32 

223 

1.3-55 

26.06 

68.92 

10.15 

4-39 

j 

26.44; 

16.42 


1932-33 

2T4 

13-67 

16.92 

67.04 

7-77! 

414; 

25-31 

13-41 


Exclusively grass . . 1931-32 

II2 

11.50 

32.91 

62.33 

12.461 

4-741 

29.67 

18.45 


1932-33 

132 

II. 14 

i 23.68, 

60.34, 

I3..59 

4.24 

28.30 

15-58 


(irovving forage mix- 




! 1 

1 





tures 19 0*32 

154 

18.40 

1 29.38 

54-o6j 

17.44 

7-78 

29.24 

17.71 


1932-33 

166 

19-23 

1 I9-.58 

49-37 

14-49 

6.9 

3407, 

1 

13.68 


(lermaiiy: 



i 

! 




1 



Bavaria (2): 5 to 20 ha. 1931-32 

40 

14 — 

23.11 

67,65 

7.14 

3.78 

I 

9.24! 

45.80 


1932-33 

37, 

14 — 

25-63 

64.29 

8.40 

2.52 

9.66 

41.60 


West and South: 5 to 










20 ha 1931-32 

402 

13 — 

18.81 

19.43 

15.36 

5-96 

21.94 

43-26 


I 932-33 

414 

13 — 

15 05 

18.18 

14.42 

5.33 

22.57 

44.20 

■•1 

W’CvSt and vSonth: 20 to 










100 ha. 1931-32 

733 

43 — 

18.18 

24.51 

17-39 

5 53 

33.99 

32.02 


1932-33 

780 

43 — 

14-23 

22.92 

17 — 

4-74 

3518 

32.41 


West and South: over 










100 ha 1931*32 

lOQ 

223 — 

* 12.50 

33-59 

9.76 

4-30 

49.61 

23.05 


1932-33 

82 

194 — 

9.76 

29.30 

13.28 

3-12 

. 55.08 

23.44 


East: 5 to 50 ha. . 1931-32 

221 

32 — 

15-81 

28.84 

17.21 

2.79 

26.04 

45.12 


1932-33 

259 

30 — 1 

II. 16 

23.26 

17.67 

2.33 

25-58 

47.44 


East: 50 to 200 ha. . 1931-32 

259 

98 — 

15-79 

29.82 

12.28 

3-51 

39.18 

38.60 


1932-33 

283 

99 — 

13 45 

26.90 

11.69 

2.34 

43.86 

36.26, 


East: over 200 ha. . 1931-32 

174 

428 — 

11.05 

20.35 

9.30 

6.40 

53.49 

SiM 


1932-33 

183 

432 — 

9.88 

18.60 

10.47 

4.07 

60.47 

34.88 



(i) The social incottie of 1029^^0 is equal to loo. — (2) The social income of 1930-31 is eqiial to too, 
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'Farms of a Number of European Countries Engaged mainly in Live Stock Production. 

of 1928-29 100) 


■ 

Total 






Social 

income 



1 

i 

Social 


riiiuiuiK I 





i' 




income 






Income passing 

to third parties |i 

Operator’s income i 

1028-2'.) 

in na- 
tional 

money 


gross 

return 



Social 









Seeds, j 
fertiliser, 

other 

income 

(total) 

Taxes : 

Interest 

on 

Wages j 
of ! 

Total i 

tVork 
of the 

Return i 
t)n own 1 

Total 



forage 

expenst'.s 

! 

debts 

employ- 

e<-s 


family 

caintal 1 



7 

8 ' 

9 

10 

II 1 

12 

.3 i 

U 

15 

1 9 1 

17 ' 

18 


260.23 

87.98. 

41-37 

130.88 

I- 3 J 


57-(>4 

!. 

i 

6.74 

! 

■') (' 5 -O' 

— ;(')(^ 385 ) 


199-17 

01.78' 

i 

34-78 

102.61 

1.04 


48.72 


6.74. 

s) 46.11 




67.58 

1 

31 .60 

10.09 

25.89 

3 - 4 o\ 

4.60 

1 7 -<^3 

25-83 

29.41] 

— 29.35 

i 

0.06 

M238.I.S) 


62.35 

22.90 

8.37 

31.09 

3 54 ' 

4.40 

15.88 

2 J. 5 cV; 

3^.36 

- 24.15 

7 - 2 i\ 

— 


75-45 

33 - 5 o| 

16.18 

25-77 


5.08 

24-57 

33 -O.r 

25-35 

— 32.61. 

— 7.26; 

'(225.35) 


85.42 

30.06 j 

II . 13 

44-23 

3 - 47 ^ 

5-^4 

23.01 

31 - 72 ' 

26.91 

- 14-40 

12.51 



101.43 

56.38 

18.96 

26.09 

I 39 

3(^7 

20.53 

25.59 

.^1.48 

— 40.98. 

0.50 

‘(25.3.99) 


93-49 

46 - 34 ' 

i 

1 1 .46 

35-69 

1.32 

3 74 

19.01 

24.07 

1 

43 

— 51.55 

11.62, 



152.38 

1 

21.56 

44.86 

85. 96 

3.26 

55 - 51 - 

1 

55.77' 



27.19 

(798) 


134-59 

19 - 55 ' 

50-75 

(J4.29 

3.26 

51 

54-64 



9-65 

— 


160.561 

25.80! 

46.75 

88.01 

3 36 

60.09 

63-45' 


— 

24.56 

(802.18) 


145 - 73 . 

25.80: 

52.86 

67.07 

3.12 

52 

48 

.55.60, 


1 

11.47 



155-61 

27.10 

43-73 

84.78 

3 35 

57-55 

60.90I 

— 


23.88 

(7-45-47) 


138.17 

24-15 

48.42 

65.60 

3 49 

52 

32 

55-51 

1 

1 



9-79 



156.72 

20.59 

59-24 

76.89 

504 

22.27 

i 32.35 

59 - 66 , 

62.18 

— 44-95 

17-23 

(-^) (238) 


152.10 

19-33 

54.62 

78.15 

5 - 4 ^ 

J7.65I 2().83 

52.94, 

1 

65-97 

j— 

25.21 


i 

124.76 

17-56 

42 — 

65.20 

5-33 

I 

JJ.9JI J 7 .<V 7 

1 

55 - 11 : 

58.93 

\- 

30.09 

(31^)) 


119-75 

15.67 

34-49 

69.59 

5-64 

JO. 66 

. 1 4.1 1 

30.42^ 

58.62 

■— i <)-44 

39-18 



131.62 

24.90 

41 50 

65-22 

7-51 

14.23] 39.92 

61.66 

26.09 

- ---’-.I} 

3-56 

(253) 


126.48 

22.92 

35-97 

67.59 

7.12 

12.25] 35.37 

54-94 

25-30 

12.65 

12.65 



132.81 

26.17 

39-84 

66.80 

8.60 

21.^ 

56.25 

86.33 

7-03 

— 26.56 

— 19 -53 

(259) 


133-98 

27-34 

37-50 

69.14 

7.42 

14.84 

49.61 

71.87 

i 7-42 

10.15 

2.73 



135-81 

16.28 

37-21 

82.32 

6.51 

i8.6c 

34-42 

59-53 

38.14 

15-35 

22.79 

! (213) 


127.44 

14.88 

33-03 

79.53 

6.05 

17.6; 

30.70 

' 54-42 

] 39-53 

--- 14.42 

25-11 

. 


139-18 

18.71 

40.36 

80.11 

6.43 

25-it 

56.72 

88.30 

, ^ 4-0 

22.22 

8.19 

(I70 


134-50 

20.47 

37-42 

76.61 

6.43 

21. at 

52.63 

: So. 12 

, 14.62 

— 1S.I3 

\— 3-51 



135-47 

21.51 

38.38 

75-58 

8.14 

29.0) 

69.77 

' 106.98 

5-23 

36.63 

31-p 

(172) 

II 

138.37 

25 — 

38.37 

75 — 

6.40 

24.42 

63-95 

' 94-77 

1 4-65 

-- 24.42 

-- 19.77 

! 


(3) Net return. 
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DHvSIGNATlON 

Number 

of 

farms 

Average 

area 

ha. 

IJve stock production 

Crop 

produc- 

tion 

5 ' 

Miscel- 


Cattle 

I'igs 

.3 

Other 

animals 

4 

Breeding 
stock, 
slaughter 
.stock, etc. 

I 

Milk 
and milk 
product.s 

2 

branchcs 

6 


Austria: 











Dairy farms without 











alpine j)asture . . 

1931-32 

34 

21-74 

12.84 

81.40 

25-43 

4.19 

15-54 

32.75 



1932-33 

29 

29-43 

23.60 

60.44 

22.18 

5-66 

18.25 

23.44 


Dairy farms with alp- 











ine i)asture . . . 

1931-32 

117 

33-86 

16 — 

40.02 

20.44 

4-41 

15.10 

28.40 



1932-33 

105 

38-73 

17.51 

30.24 

16. 48 

6.12 

12.42 

18.90 


Denmark: 











under 10 ha 

1931-32 

139 

6 — 

4 91 

54-36 

45.01 

17.91 

4-59 

9.l9i 


1932-33 

133 

6.30 

4-12 

43.26 

52.30 

16.48 

5-39 

7.76 

from 10 to 20 ha. . 

1931-32 

82 

15 30 

7.41 

53-47 

39-35 

10.42 

7.17 

7.18! 


1932-33 

’ 83 

15.40 

6.25 

46.30 

53-47 

10.19 

9.49 

6.94 

from 20 to 30 ha. 

1931-32 

to6 

24.90 

7-98 

50.47 

46.01 

7-04 

8.O9 

5-63, 



1932-33 

I 12 

24.60 

5-87 

40.84 

59-39 

8.21 

10.80 



from 30 to 50 ha. . 

1931-32 

145 

38.90 

7-31 

48.56 

42.56 

7-31 

7-31 

5-75 



1932-33 

161 

39-20 

5-74 

42.30 

53-79 

7-57 

8.88 

4.96! 


from 50 to 100 ha. . 

1931-32 

«3 

65.40 

6.07 

47.69 

37-86 

6.07 

13.01 

4.91! 



1932-33 

76 

65.20 

4.62 

39.60 

47-98 

6.65 

17.63 

5.2oi 


over TOO ha 

1931-32 

47 

205 — 

5-61 

47.04 

23-05 

1.56 

37-07 

4-98I 



1932-33 

48 

198.90 

3-43 

42.68 

30.84 

1.56 

35-20 

4.36 


Dairy farms 











WITH PIG FATTKNING. 










Norway: 









j 


Oestlandet 

1931-32 

115 

22.02 

13-77 

67.25 

17.76 

13.21 

24-59 

15-63 



1932-33 

99 

23.60 

12.46 

62.09 

17.82 

11-57 

31-89 

15-15' 


Trondehur 

1931-32 

34 

15.62 

15.82 

51-98 

11-57 

12.50 

26.75 

20.27 



1932-33 

32 

16; 39 

14.22 

48.29 

12.93 

1403I 

32.57 

18.58: 


Sorlandet 

1931-32 

31 

5-73 

14.03 

56.48 

1715 

25 — 

25.17 

20.40 



1932-33 

28 

5.80 

10.57 

53-97 

15.86 

23.19 

26.22 

19.18 


Vestlandet 

1931-32 

12 

7-47 

12.40 

62.33 

20.49 

36. TO 

39-47 

25.27! 



1932-33 

13 

7-51 

15. OT 

51.67 

18.15 

37-97 

33-22 

22.36 


Sweden: 











Upper Norrland . . , 

1931-32 

104 

9.67 

7.81 

71.07 

10.13 

15-60 

14.04 

18.82 



1932-33 

94 

9.02 

6.52 

68.12 

9-73 

15-59 

12.17 

20.23 


Dower Norrland . . . 

1931-32 

61 

10.28 

8.56 

59.02 

12.33 

18.40 

13-65 

15-71 



1932-33 

56 

10.43 

5-49 

54-89 

12.70 

15-34 

13-39 

14-03| 


Finland: 











under 10 ha 

1931-32 

161 

9.06 

- 412 

44-79 

'7-91 

17-43 

24.06 

11.48I 



1932-33 

155 

8.76 

4-25 

41-77 

9.06 

21.59 

27.22 

10.891 


from 10 to 25 ha. 

1931-32 

344 

19.69 

4.65 

47-36 

9.53 

10.26 

23.88 

9.70 



1932-33 

364 

19.58 

4.60 

44.62 

9-92 

12.61 

28.20 

9.30 


from 25 to 50 ha. . 

1931-32 

172 

38.56 

5.12 

55-98 

10,24 

10. 11 

32.31 

9-77 



1932-33 

170 

38.89 

4-45 

51-19 

11.24 

11.24 

3677 

9-31 


over 50 ha 

1931-32 

93 

87.62 

4-54 

68.30 

11.76 

11.46 

34— 

10.19 



1932-33 

94 

86.59 

4-54 

61.09 

12.80 

13.76 

42.26 

9.60 



(i) Net return. — (2) Taxable net return. 
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Farming expenses 

Seeds, 


fertiliser, 

forage 

expenses 

8 

9 

>j 29.32 

55-94 

r 18.15 

38.26 

15-79 

42.04 

1 9-27 

1 

26.97 

61.49 

18.54 

1 48.97 

16.32 

52.78 

21.07 

H 42.82 

19.91 

53-29 

19.01 

45 - 3 J 

18.07 

>1 48-83 

19.06 

1 40-73 

17.76 

1 42.49 

19.65 

39.13 

19.37 

i 38.94 

23-39 

1 31.78 

21.50 

37-25 

42.38 

1 32.78 

39-44 

23.13 

42.37 

I 20.57 

39.75 

i 35-74 

49-79 

32.70 

43-91 

35-93 

48.50 

31-58 

43-95 

21 .80 

31.02 

20.51 

31-77 

18.87 

28.10 

17.10 

28.62 

17.29 

21.87 

19-99 

21.50 

14-57 

21.13 

14.97 

21.02 

17-99 

25.26 

17.69 

23.40 

25-15 

31.10 

25-37 

29.47 




Social income 


Income passing to third parties 
Interest i I 


(total) I Taxes ! on 


i debts employ- j 


J -17 

— 

8. 8 7 

J 2.04 

5-09 

— 

27 . 06 

1 26.15 

4.17 

— 

20.60 

1 ^ 4-77 

6.10 

— 

25.82 

31.92 

4.46 

— 

-3 94 

1 28.40 

5-74 

— 

27.94 

33 - 98 ] 

4.44 

— 

-^(>■37 

30 . 81 . 

6.36 

— 

32 . 0 S 

38.44 

5-20 

— 

30.06 

1 35 . 2 (r 

7-79 

— 

44.24 

1 52.03 

5-92 


39 59 

: 

J .77 



39 -4 J 

1 

1 

; 

40 . 58 . 

i.ii 

— 

37.66 

3 S. 77 '\ 

I. Ob 

— 

28.52 

^ 9 - 58 '\ 

1. 16 


28.02 

29 . 18 ]] 

1.22 

— 

40.25 

4^-47 

1. 1 8 


39.90 

38 . 08 . 

1.47 


39 . 04 ] 

40.51 

1.24 

. 

34.^9 

35 - 53 . 


— 

10.29 

! 

■ — 

— 

6.96 

' — 1 

— 

— 

21.65 

— - 



17.62 


o.yS 

6. 82 

12.17 

i 9 - 77 \ 

0-73 

6.96 

11.48 

19 . 17 ] 

1.18 

7-^3 

1995 

28 . 76 ' 

1.12 

7.46 

18.83 

27 . 41 ] 

1.80 

9-97 

33-94 

45 4 i\ 

^■73 

g .64 

31-95 

43-02 

2.38 

13-47 

49.11 

64 . 96 ] 

2.60 

13.62 

47.92 

64 . 14 ', 

1 








.Social 

Operator’.s income 

income 
i 1928-29 

AVork 
of the 
family 

1 

! Return 

1 on own 
capital 

Total 

in na- 
! tional 
money 

j 

1 5" ! 

jh 

17 

1 

1 18 


• ^ 9 - 5 o\ 34 - 9 ^ (237 24 

1.59 • 79 - 27 '| 

29 - 9 T\ r ().34 (221.^1 

JO. 30 28.531 -- 


7 - 2 VI 

<V7,(i) J7.72; 
^ 90 ) 5 - 52 | 

j(y 76,02! 

9>^,n—3-75\ 

37 '^^)~- 2 .oy\ 
42 'V) J.70\ 

86V)-4-24\ 


32 1 (390.30) 

39-99\ — 

43 . 8 i\ ( 300 . So) 
57. J2 

34 - 2.7 ( 473 - 99 ) 
34-30\ 

71.12 (299.20) 
67.62: — 


.(-^) 1.97 ( 217 ) 

I CO -"6.3^1 

'(^■) 6.(>4\ (265-92) 

(-') o.<S’o --- 

50. S6 (2,t<S6) 

54.12 - 

40.92 (1,78.4) 

45 - 35 \ 

35 -2 71 (t.=;o4) 

40.09 

I9.04\ (1.344) 
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“ But the economist, ” to (juote Dr. Fensch again, ’’ is mainly concerned to 
know the extent and the composition of this total income; the former units of 
measurement (net return, etc.) are not enough for him. The social income is 
especially useful for making comparisons. But although it increasingly tends o 
occuriv a position of first rank, this does not imply that the other units of 
measurement must disappear. Their utility depends on the angle from which 

the question is approached. " r- 

It is proposed to include in the Monthly Bulletin of Agricultural Economic, 

and Sociology this year a series of articles on the social income in 1932-33 and in 
1033-34 in the European countries which supply accountancy results to the 
Institute. The year 1932-33 will first be studied; then the year 1933 - 34 - 

In this first article, the variations of the social income from 1931-32 to 1932-33 
will be studied on the farms mainly engaged in live stock production in the 

countries already enumerated. < 

Since it was in 1928-29 that the social income reached the highest level, there 
has been used as basis of calculations the social income obtained by each group 
of farms in that year; this has been taken as 100 and the index numbers calculated 

which are shown in Table I. . , • i i 

In this wav it will he seen how and lohy the social income has varied in each 

country from 1931-32 to 1932-33- The results of each group during two *u<^cessive 
years will be compared and a measure of comparison will be employed wdncli is 
beyond challenge, since it is based not on absolute values but on relative figure^, 
and since, on the other hand, the results of one country are not compared with 
those of another; all that is done is to compare betioeen themselves the resu s 
obtained by the farms of one and the same country. It will be seen vvhat are the 
reasons for the increase or diminution of the social income in each of the groups of 
farms studied, and without attempting to make an international comparison 
which may be open to question, a general view will be obtained of live stock pro 
duction in a part of Europe. 

A . In Scotland. 

Dairv Farms of the North-east and South-west. - Weather conditions were 
in treneral good. Cereals, root crops, herbaceous crops gave higher yields than 
in 1931 and higher than normal. Hay crops were somewhat ks.s good, and as 
the areas under grass remained the same, there was some reduction in forage 

supplies in the vSouth-west. ^ 

Dairy production was much lower than in the previous year. Although 
there was a slight increase in cattle numbers, the increase in sales is apparent 
only, since this fact is connected with the increase in average area under 
cultivation viz., from yy.hbi to 104 ha. 

1931-32 1932*33 

0.14 0.40 

Cattle, head ^ ^ 3^, 

Pi^ES, head 3 

Milk and milk products, kg ^ 

Among prices of animal products, the prices of fat cattle and cattle for 
fattenin'^, of cheese and butter were those that showed the most marked declines. 
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Price J ndex-numbers. 


(1911-13 =1 100). 

1931-3- i<) 3-’-33 

Fat cattle loS 103 

Cattle for fattening 117 

Bacon pigs 

Milk . FSM 147 

Cheese ^^4 

Butter. . 04 

W'ages '7'^ too 

I^'ertiliser 00 

Concentrated stock feeds 04 


The decrease in exx)enses under heading: farming expenses could not make 
up for the decrease in gross return. The social income was loicer by 28 per cent. 

B. In the Netherlands (Overijssel). 

The Government maintained in force the measures taken in 1931-1932 for 
the protection of wheat growing; import cpiotas were fixed in respect of beef, 
butter and margarine. Subsidies were granted for sugar beet growing, to potato 
starch manufacturers, and to growers of vegetables. By the terms of the law of 
10 July 19 52 a dutv was imposed on the national consumption of butter, of mar- 
garine and of dairy products, and it was also enacted that a certain (juantity of 
butter must be mixed with margarine intended for consumption within the country. 

With prices kept up by the State and with direct assistance to farmers, gross 
returns were larger. Costs were reduced. The reduction of the ex])enditure 
on purchases of fertilisers and feeds was in part due to the more systematic utilis- 
ation and lower consumption of the.se products; in part also to tlie fall of prices. 
Building materials were cheaper. Price index-numl)ers were as follows; 

3 <) 3 J- 3 ^ 193^-33 


Agricultural products (ct) crop . 3 ''^ 4 - 

{h) animal 57 5 ' 

Agricultural wages 

Industrial products (wholesale trade) *'5 •' 53 5 


The advance in the gross return of the Ijsselstreek farms was due to the in- 
crease in pig and cattle production. In the grazing and in the sandy districts, 
the larger pig production prevented the fall of the gross return. The followang 
statement gives the live stock production per hectare of Overijssel in 1932-33: 




Cattle 

Milk 


ri.es 



(kK. of live wviehl) 

(ks.) 


(k)s 9 ot live v 

weight) 


1931-3^ 

1932-33 

i() 3 i -32 j iy 32-33 

1931-32 I' 

»3 2-33 

(irazing districts 


! 

1 1. 70 1 

i 

^. 4«3 ! 


70 i 

87 

Ijsselstreek i 

12.50 

1 3- - 

T.555 ' 

1.499 

107 

0)4 

Sandy districts 

21.70 

j 17- 

2,094 1 

-J. 30 O 

1 80 j 

- 3 - 
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Cereal production shows a slight decrease, and the rise in the wheat prices 
was not enough to compensate for the reduction in area sown. Potato growing 
became less remunerative owing to over-production of potato flour. Such is 
the explanation of the lower gross return from crop production. 

Of much more importance is the dairy production, which was lower than 
in 1931-32. The decline in the export of dairy products w^as largely due to the 
difficulties encountered: export of butter and cheese fell by 38 and 10 per cent, 
respectively; prices of butter declined by 29 per cent, and cheese prices by 23 
per cent. 

Breeding of cattle and fattening of pigs however proved remunerative. 

Briefly it may be stated that the gross return on the whole maintained its pos- 
ition; that there was a marked reduction of farming expenses; that the social income 
in was greatly higher than in the previous year. Moreover, agricultural 

wages were lower and the operator's share in the social income has much increased. 

In all the other provinces of the Netherlands, the profitability was also much 
more satisfactory than in 1931-32. Except in Utrecht, the net return from being 
negative became positive: 


Net Return in Florins per Hectare (i). 


(Ironingen . . . . 

r'risia 

Drenthe 

('tU elder 

Utrecht 

North Holland . . 
South Holland . . 
Zeeland ..... 
Northern Brabant 
Lirabiir^^ . . . . 


1 6,4 I 
15.86 

I4.c)i 

5 ^ 4-36 
137.20 
2. 91 

24.50 
4 T ^5 
3 73 


1932-33 

36.80 

24.46 

30. 82 
j 1 .80 
9 76 
25 - 4-2 
20.68 
39.23 
9.67 
28.65 


C. In Switzerland. 


Prices of agricultural products fell, especially the prices of slaughter animals. 
The market for fat pigs was congested by the exceptionally abundant supply. 
Milk deliveries and the jiroduction of slaughter animals considerably increased. 
The larger dairy production was due to the increase in the number of dairy cow’s 
as well as to a falling off in breeding. There was some reduction in pig numbers 
after 1931, but the outturn of bacon and of pigmeat was in advance of the national 
requirements. Exports declined by 38 per cent. Imports of farm requisites 
rose from 22,833,000 quintals in 1931 to 21,827,000 quintals in 1932. Larger 
quantities were imported of oats, wine, grapes, poultry, eggs, wool, vegetables 
and honey. 


(i) Kind of free income. 
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Prices were as follows: 








in 1931-32 

In 1 932-: 

53 

Wheat, per quintal 


39.43 fr. 

37.18 fr. 

Table potatoes, per quintal . . 


. 11.64 ” 

10.29 


P'at calves and oxen, per 100 kg. live weight . . 

. T76.70 » 

150.30 

» 

Fat pigs 


. 174 — 

■ )< 

127 — 


P'resh eggs, per 100 


16.73 

» 

I 3 99 


P'luid milk, per too kg 


23.60 » 

21.50 

>, 

Butter, per kg 


4 57 

' ») 

4 34 

. 

Bmmeiital, per kg 


2.28 

' » 

2.00 


Except in the case of fruit trees and potatoes, crop yields were higher: 

Returns in Kind in Thousands of Quintals. 






1931-32 

193: 

:-33 

Cereals 



^.339 

*^.3 

55 

Potatoes 



7,500 

9,549 

Fruits 



7, 9 So 

5 ,-’ 

■^5 

Milk 



26,000 

27,7' 

95 

Cheese 



519 

497 

Butter 



160 

2 

29 

Home-bred .slaughtered stock (thousands) .... 


f-329 

D 334 

Pigmeat 



1,768 

1 ,960 

Eggs (millions) 



379 

4 

-^3 

For the three groups of farms under survey, 

the gross return in (juantities 

of animal production may be stated as follows: 






Cattle 

(kg. of live weight) 

1 

Milk (kg.) 1 

i ___ i 

Pigs 

(kg. of live weight) 


1931-32 I 1932-33 

1931-32 

1932-33 

1 

1931-32 

1932-33 

Dairy farms 

117! 90 

-.391 

2,488 

49 

4 '* 

l''arms exclusively grass 

149 1^7 

^.17-1 

^.*^51 

57 

j 86 

P'arms growing forage mixed crops . . 

97 

1 1 

1 . 75 -i 

i 

1,712 

75 

^^5 


On the farms growing mixed forage crops there was a tendency to diminish 
milk production so as to give more importance to cereal growing. This could 
not be done with the other two groups where the crop rotation was not fully 
perfected. 

The results of farms growing mixed forage crops and especially of the dairy 
farms were unfavourably affected by the poor conditions attending the stock 
breeding and pig fattening. 

The working expense;>, already very high, became still higher, 

The gross return of the exclusively grass farms did not perceptibly decline, 
but the farming expenses increased. The position thus became worse, in spite 
of good harvests. The gulf which separates prices of agricultural i)roducts from 
tho.se of farm requisites was widened to the detriment of the family farmer. 

The social income of the three groups fell in the same proportion , as also the 
operator's return, the share of the social income passing to third parties (taxes, 
interest on debts, wages of farm workers) showing a much less considerable 
decrease than the return on own capital. 
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D. In Germany. 

The intention of the Government was to close the German market to foreign 
cereals, and to have larger quantities orf home-grown cereals used as stock feeds. 
The proportion of national flour to be used for breadmaking was fixed at 97 
per cent. A decline in cereal prices of could not however be checked by any 
of the measures taken. 

Stock breeding and forage growing being in an unsatisfactory condition 
owing to their long neglect, the area under cereals was very considerably extended 
and production substantially increased. 

On 15 November 1932, the yearly imports of butter into Germany were 
reduced to a quota of 55,000 metric tons subject to a uniform customs charge 
of 75 RM. per quintal. Butter prices however declined owing to the glutting 
of the market, the diminished purchasing capacity and especially the compet- 
ition of fats and oils. Two decrees were promulgated by the President of the 
Reich: the first, on 23 December 1932, authorised the Government to compel the 
margarine factories situated within the customs cordon to mix with the margar- 
ine a certain quantity of butter, suet and rendered fat; to make provision for the 
incorporation of a corresponding quantity of the same products in imported 
margarine; to limit the industrial manufacture of margarine. The second decree, 
on 23 March 1932, set up a monopol}^ of artificial alimentary fats and of mar- 
garine, reduced by 40 per cent, the production of margarine, and CvStablished 
a consumers’ tax on margarine of 0.5 RM. per kg. On 4 April 1933 the Office 
of the Reich for Oils and Fats was constituted. 

Duties on live animals, meat, bacon, cheese, condensed milk, eggs were in- 
creased. The Government ordered that motor-spirit should contain 10 per cent, 
of alcohol in place of 6. 

The prices of agricultural products in RM. the quintal were as follows: 


i() 3 i -32 1932-33 

Wheat (Berlin) 23.64 20.03 

Rye (Berlin) .19.02 i 5-77 

Fodder barley (Berlin) id. 35 id. 57 

Oats (Berlin) 15 07 13-25 

Red potatoes (Berlin) 3.57 2.67 

Fluid milk (Berlin) i5-o6 i3-‘S4 

Butter (Hamburg) 245.35 212.92 

Oxen, live weight (Berlin) 76.06 64.42 

Pigs (from 100 to 120 kg. live weight) (Berlin) ^ 7-75 77-40 


Prices of farm requisites did not fall in the same proportion as the prices 
of agricultural products. The following is the ratio between the two groups 
of prices, prices of industrial products being equal to 100. 


1931- 32 == 90.4 

1932- 33 = 87.8 


Herd increase of cattle was smaller and milk production lower especially 
on the farms of the Hast and on those of the West and South of over 100 hectares. 
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On the other hand, pig production and crop production increased especially 
on the farms of the West and South of over 100 hectares and on those of the 
East of over 200 hectares. 


Gross Return in Quantities per Hectare. 



Cattle 

Milk 

Pigs 

Cereals 

Potatoes 


(kg. live 

weight) 

(kg.) 

(kg. livt 

weight) 

(qui 

itals) 

(quintals) 


1931-32 

1932-33 

1931-32 1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

(a) Farms deriving 










profit mainly from 
live stock yield: 
West and South: 










5 to 20 ha. . . 

79 

74 

418 419 

5 h 

59 

2.40 

2.80 

2.80 

3-75 

20 to TOO ha. . . 

f)i 

56 

418 419 

50 

55 

3-42 

4.27 

2-52 

3 — 

over TOO ha. . . 

42 

39 

5 «o 542 

28 

44 

5 32 

713 

2.24 

2.62 

Ea.st: 



1 







5 to 50 ha. . . 

45 

37 

418 361 

42 

49 

2.36 

2.68 

1.40 

I 50 

50 to 200 ha. . . 

35 

36 

344 332 

24 

26 

3 05 

3.66 

T.T 2 

1.50 

over 200 ha. . . 

25 

26 

236 231 

18 

23 

3-7H 

4-94 

2-52 

3-75 


The faims of the West and South of over 100 ha. and those of the East 
of over 200 ha. are the only farms which in 1932-33 gave a gross return higher 
than in 1931-32; this plus value was due to the very marked increase in pig 
and in crop production. 

The working expenses were reduced proportionately more than the gross 
return on the farms of Bavaria, of the West and South of 5 to 20 ha. and of 
20 to 100 ha. The.se expenses were increased on the farms of the East of 
50 to 200 ha. and over 200 ha. On the farms of the East of 5 to 50 ha., the 
decrease in the gross return was more marked than in the working expenses. 
The result was as follows: the social income advanced on the farms of Bavaria, of 
the West and SouUi; it declined on the farms of the East. 

In all the regions and on all groups of farms, the intere.st charges on debts 
and the workers’ wages stood at a lower level than in 1931: the share of the social 
income remaining in the ’hand of the operator is larger. 

E. In Austria: 

Prices of cereals, beef and pork advanced: 


Prices in schillings 
1931-32 193^-33 

Wheat 25-^0 33 57 

Rye ^5 ^5 ^9.25 

Barley 33-17 33 <>2 

Oats 25.(33 24.11 

Potatoes J4.4S 13-29 

Beef 2.38 2.48 

Pork 2.22 2.32 

Milk 0.34 0.33 

Butter 4 II 4 


Herd increase of cattle was larger than in 1931-32; on the other hand pig 
production and dairy production were lower. 



Gross Quantitative Return per Hectare, 



Cattle 

Milk 

Pigs 

Cereals 


(kg. live weight) 

(kg) 

I (kg. live weight) 

(quintals) 


1931-32 

1932.31 

I931'32 

1932-33 

1931-32 

193.2-33 

1931-32 

1932-33 

Dairy farms without alpine pasture 


23 

568 1 

434 

41 

23 

0.52 

0-47 

Dairy farms with alpine pasture . 

15 

16 

261 

203 

30 

16 

0.39 

0.42 


Owing to the rivse in meat pricevS, cattle breeding gave a gross return higher 
than that of 1931-32, but the total gross return, in consequence of the decrease 
in gross return from milk and pig fattening, is lower than in the previous year. 

The working expenses decreased to an extent sufficient to maintain the social 
income of the dairy farms with alpine pasture at the level of that of ig3i-32 and 
to cause an increase of the social income of the dairy farms without alpine past- 
ure. The interest on debts and labour costs were lower; the return on the own 
capital was larger; the share of the social income remaining in the hands of the 
operator was also larger. 

F. In Denmark : 

The harvests were more abundant than in 1931-32. 

Production in Quintals per Hectare. 





1931-32 

1932-33 

Cereals 



24.1 

26.3 

Sus;ar beets 



259.0 

3770 

Fodder beets 



5090 

633.0 

Potatoes 


• • • 

138.0 

178.0 

Butter exports fell from 166,000 tons in 

1931 to 152,000 in 

1932; those of 

bacon from 394,000 to 345,000 tons; 

egg exports from 57 

to 54 million score 

and those of cattle from 202,000 to 

127,000 

head. 



The variations in the price index-numbers of agricultural 

and industrial 

products were as follows (1909-14 = 

100): 


1931-32 

1932-33 

Live stock products 



77 

80 

Crop products 



99 

87 

Agricultural products . . ... . . 



79 

81 

Stock feeds 



83 

91 

Fertilisers 



8i 

87 

Building materials 



177 

163 

Equipment. 



148 

152 

Wages (1910-15 = 100) 



168 

154 
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Prices of cereals dropped from 12.6 crowns per quintal in 1931-32 to ti.6o 
in 1932-33; prices of potatoes from 10.74 7*47) beetroot prices rose from 

1.56 to 2.11; those of milk fell from 10.04 9. to; those of butter from 193 to 

168; bacon prices rose from 72 to 98 and beef prices fell from 52 to 39. 

The gross quantitative return of cattle breeding, of dairying, of pig fatten- 
ing (except on the farms of 10 to 20 and of over 100 ha., where the gross quan- 
titative return on pig keeping is higher) was lower in 1932-33 than in 1931-32. 
Gross return in quintals of crops was usually higher than that in 1931-32. 


Gross Quantitative Return per Hectare. 







Cattle 


Pigs 

Cereals 


Sugar 






(kn. live 
weight) 

(kg.) 

(kg. live 
weight 

(quintals) 

(quintals) 

beet 

(quintals) 






1931- 

1932- 

193J- 

1932- 

1931- 

1932- 

1 

193 1 ' j 

1932- 

1931- 

1932- 

IQ3I- 

1932- 






1932 

1933 

1932 

1933 

1932 

1933 

i 932 I 

1933 

1932 

1933 

1U32 

1933 

r'arnivS of under lo 

ha. 


75 

67 

3.547 

3,000 

380 


I 

0 . 15 ' 

0.26 

1 .00 

1 .20 

3.20 

3.80 

)) from 

10 

to 

20 

ha. 

77 

6(> 

2,3^9 

2,198 

227 

245 

0.55 

0,78 

0-95 

1.07 

I .02 

2.84 

» from 

20 

to 

30 

ha. 

82 

64 

2,223 

1,912 

262 

2()8 

0.86 

1. 21 

0.74 

0.67 

4.49 

6.63 

« from 

30 

to 

50 

ha. 

68 

56 

1.923 

1 ,780 

2181 

218 

0.62 

1.21; 

0 . 95 : 

0,67 

1,92 

332 

)) from 

50 

to 

TOO 

ha. 

51 

4 ^ 

1,706 

4.505 

175, 

176| 

1.641 

2.41I 

0.53 ‘ 

0.40 

4,49: 

8.06 

» of ov 

er 

100 

ha. 


44 

28 

i 

i, 5 ^>i 

1.505 

1 

105I 

5.39 

5 . 69 | 

0.f).l’ 

i 

0.40 

i 3 -^ 5 | 

6.63 


It is thus in the first instance to the rise in the price of bacon that there is 
to be attributed the plus value of the gross return of pig breeding, balancing 
the minus value of the gross return from cattle keeping (including dairy 
production) the cause of which is to be found in the fall of prices: butter, 13 per 
cent, beef from 15 to 25 per cent. Except on the farms of over 100 ha. 
the gross return of the crop production was higher • than in 1931-32; the 
harvests were good and there was a considerable advance in the prices of sugar 
beet. 

The total gross return of farms from 10 to 20, from 30 to 50 and from 
50 to TOO ha. was higher than in 1931-32; that of farms of over 100 ha. was at 
the same level as in 1931-32, The total gross return of farms of less than 
TO ha. diminished, because the production of bacon was there less by 8 per 
cent, than that of 1931-32. 

The reduction of working expenses was however such that the social income 
of all the groups of farms was higher than that of the previous year. A larger share 
of the social income remained in the hands of the farmer. 

G, In Norway. 

The customs duties on nearly all agricultural products w'ere raised on 13 
January 1932 by 20 per cent. By the Eaw of 15 June 1932 a loan fund was 
established in favour of farmers and also inspection was instituted of the 
quality of all agricultural products imported, exported or placed on the home 
market for sale. 
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A law of I January 1933 made obligatory the payment of a unification charge 
of 4 to 5 ore per litre on milk intended for direct consumption. 

From 1931-32 to 1932-33 prices of agricultural products fell by 7 per cent. 


Market Prices at Oslo, in Crowns per Kilogramme, 


In 1931-32 1932-33 

Wheat 0.16 0.17 

Rye 0.13 0.15 

Barley 0.13 0.15 

Oats 0.13 0.13 

Potatoes . 0.07 0.05 

Beef 1.07 0.85 

Bacon 0.86 0.9T 

Butter 2.46 2.34 

Oestlandet Trondelag Sorlandet V^estlandet 

1931- 32 15-3 12.5 14.3 12.0 

1932- 33 > 3 « 1 17 >3 7 H -4 

Diminution (%) 9.8 6.4 4.2 5.0 


In all the districts, the crop yields were more than satisfactory. The hay 
gathered in Oestlandet and in Trondelag was exceptional in quality, although the 
quantity was not considerable. Cereals in general, and barley and oats in par- 
ticular, gave remunerative yields in nearly all parts of the country. The potato 
harvest was ver^^ abundant, and that of the fodder root crops equally so. The 
only region in which there were short crops was Vestlandet which suffered from 
drought. The gross quantitative return of crops and the dairy and pig produc- 
tion also showed the effects of drought. 


Gross Quantitative Return per Hectare. 



Cattle 

(kg. live weight) 

Milk 

(kg) 

Wgs 

(kg. live weight) 

Cereals 

(quintals) 

Potatoes 

(quintals) 

1931-33 

1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

1931.32 

1932-33 

1931-31 

1932-33 

Oestlandet .... 

93 

109 

1-584 

1.621 

1 10 

104 

2.10 

3.28 

4-30 

6.08 

Trondelag 

93 

103 

1-251 

1.242 

60 

63 

2.46 

3-43 

3.68 

4-32 

Sorlandet 

J24 

122 

1.872 

1.867 

141 

122 

1.63 

1.79 

7.80 

8,84 

Vestlandet .... 

69 

109 

1-554 

i- 35 (> 

107 

88 

0-57 

0.44 

1 

7.08 

6 — 


There was an increase in the gross return in crowns in Trondelag where 
the faimers secured larger receipts than in 1931-32 from the sale of cereals, 
potatoes and pigs; it was maintained at the same level in Oestlandet where the 
sales of crop products were larger than in the previous year. In Sorlandet and 
in Ve.stlandet, it decreased. Since the fall in prices of chemical fertilisers, con- 
centrated feeds and other farm requisites was less marked than that of prices 
of agricultural products, the social income of the farms of Sorlandet and Vestlandet 
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was lower than in 1^31-32, It advanced in the regions of Oestlandei and Tron- 
delag where the gross return showed no decline. Except in Vestlandet, the share 
falling to the operator increased. 

H. In Sweden. 

The law introducing the cereal monopoly remained in force in 1932. A law 
was passed by the Parliament empowering the vSwedish Sugar Manufacturing 
Company to establish a monopoly on the import of sugar. ' The import duty 
on potatoes was fixed at one crown per quintal. The levying of general and local 
dues on milk and cream, introduced in 1931-32, was continued in 1932-33; this 
has made it possible to raise the prices of butter and cheese on the home market 
and to equalise the prices of fluid milk and of milk for manufacture of dairy 
products. 

In spite of these measures, prices of all agricultural products except prices 
of pigs, peas and sugar beet, declined in 1932-33. Prices of hay, butter and 
cheese fell below the level of pre-war prices. 

Prices of the Principal Agricultural Products, in Crowns per Hundred Kilogrammes. 


^\'lleat 

Rye 

Barley 

Oats 

Potatoes 

Sugar beet 

Butter 

Cheese 

Milk 

Oxen 

Pigs (from 75 to 100 kg.) 


1931-32 

1932-33 

17. go 

17-55 

1 6, io 

15.90 


IT. 05 

10.80 

9.45 

9 - 30 

6.30 

-2 3 i 

-T -43 

i8g.20 

1 79 

1 1 5 ..... 

79 

21 — 

20 — 

43 — 

37 — 

55 — 

05- 


Weather conditions were in general favourable to the crops. In consequence 
of the drought during the months decisive for forage crops (May and June) the hay 
crops were moderately good only. All other harvests were very good. 

Larger quantities of cereals were sold by the farmers than in the previous 
year. 


Gross Quantitative Return per Hectare. 



Cattle 

(kg. live weight) 

Milk 

(kg) 

Pigs 

(kg, live weight) 

Cereals 

(quintals) 


1931-32 

1932-33 

j 1931-32 

1 

1932-33 

1931-32 

1932-33 

1 iQ 3 i -'>2 

i 

I ig 32 -. 3 .i 

1 

Upper Norrland 

39 

38 

743 

739 

40 

32 

0,84 

0.89 

Lower Norrland 

53 

39 

755 

729 

60 

52 

0.96 

1.25 
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The gross quantitative return in animal products was lower than in 1931-32. 
In view of the advance in the prices of pigs, the gross return in crowns should 
have advanced in 1932-33, if pig production had not declined. The total gross 
return in crowns, whether owing to the decrease in pig production or the fall in 
prices of other animal products was lower than that of 1931-32. 

Prices of fertilisers and of feeds were maintained at very nearly the level of those 
of 1931-321 other expenses were not reduced, so that the social income followed the 
decline of the gross return. 


I. In Finland. 

With the object of keeping up the prices of dairy products on the home 
market, the Finnish Parliament passed in December 1932 a law establishing 
export premiums on butter and cheese for export. 

The course of economic development tends to show that the lowest point 
of the depression had been reached and that the market situation was improv- 
ing. Demand was on the increase and prices showed an upward tendency. 

The prices of cereals, of pigmeat, eggs and potatoes advanced; prices of 
fluid milk fell by 6.3 per cent, and butter prices by 6.9. Prices of beef and of 
hay remained stationary. 

Prices of Agricultural Products in Marks. 


Wheat . 
Rye . . 
Barley . 
Oats . . 
Potatoes 
Milk . . 
Butter . 
Cheese . 
Beef . . 
Pork. . 


1931-32 

1932*33 

252 

260 

220 

220 

182 

175 

112 

12 1 

48 

50 

12.6 

1 1.8 

216 

201 

153 

150 

50 

50 

76 

88 


The harvests were very abundant, and the quality of the hay from the sown 
meadowland particularly good. 

There was an increase in the gross return reckoned in marks, owing to the 
rise in prices of pigs and of eggs, to the increased value of the egg exports which 
amounted to 62,600,000 marks more than in 1931, and to crop products. The 
sales of crop products realised more than in 1931-32, but live stock production 
showed a decline. 
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Gross Quantitative Return per Hectare. 


— 

Cattle 

Milk 

Pigs 

Cereals 


(kg. live weight) 

(kK-) 

(kg. live weight) 

(quintals) 


1931-32 

1932-33 

1 

1931-32 

1932-33 

1931-32 

1932 33 

1931-32 

1932-33 

Farms under 10 lia 

18 : 

19 

777 

774 

34 

1 3.3 

I -97 

2.0S 

» from 10 to 20 ha 

17 

16 

671 

674 

33 

30 ! 

1.74 

1.94 

» from 25 to 50 ha 

15 

13 

668 

652 

30 

29 

2.16 

2.27 

» over 50 ha 

12 

12 

712 

691 

3 « 

29 

1 

2.14 

2.41 


Dairy production was somewhat less considerable in 1932 than in 1931, 
as there was more difficulty in marketing Finnish butter on foreign market'^: 
butter exports showed a shortage of 71,700,000 marks. 

The working expenses hardly showed variation, so that the rise in the gross return 
involved that of the social income, as well as the interest on own capital. The 
share of the social income remaining in the hands of the operator perceptibly 
increased. 


Summary. 


In 1931-32 the social income of the dairy farms amounted: 


in the Netherlands (Overijssel) . 

in Denmark 

in (Germany 

in Austria 

in Norway, Sweden and Finland 

in Switzerland 

in Scotland 


to 25 per cent, of that in 
to 50-60 » 

to 65 -So » » 

to 67-78 )i » 

to 70-80 » » 

to 85-90 

to 150 » )' 


19-9 

1928 


1929 


From 1931 to 1932 the social income advanced in the Netherlands in West- 
ern and in Southern Germany, in Austria, in Denmark, in Norway and ill Finland. 

This advance is due to the increase in the gross return and especially to the 
decrease in working expenses. 

The social income was lower in 1932 than in 1931 in vScotland, where the 
gross return decreased further than the working expenses; in F^astern German}^ 
where the gross return somewhat decreased and the working expenses somewhat 
increased; in Switzerland where the gross return showed decline and the work- 
ing expenses increased; in Sweden where the gross return was lower and the work- 
ing expenses remained at the level of 1931-32. 

While in the larger number of the countries under survey, agriculture in 
1932 met with better conditions, in Switzerland farming was much affected by 
the crisis, which had been delayed in action. In contrast to what occurred in 
the other countries, the share retained by the farmer of the social income was 
smaller than in 1931-32. 

The next article will deal with the farms mainly engaged in crop production. 

J. Deslarzes. 



LIVE STOCK INSURANCE IN ITALY. 

Summary: Companies and societies engaged in this branch of insurance. — Origin and 
development of this branch of insurance. — I^egal provisions applying to ordinary 
live stock insurance companies and societies. — Legal provisions applying to local mutual 
live stock insurance societies. — National Fascist Federation of Mutual Live Stock 
Insurance Societies. — Model rules of the mutual live stock insurance societies. — 
Compulsory notification in the event of death. — Live stock insurance and agricultural 
credit. — Statistical data. 


Companies and Societies engaged in this Branch of Insurance in Italy. 

In 1935 there were in operation in Italy in this branch of insurance 4 
ordinary share companies and co-operative societies and 3 mutual insurance 
societies (i). 

In addition to these undertakings there were numerous small associ- 
ations, dealing with live stock insurance, purely local in character. In 1935 
there were 753 societies of this type belonging to the National Fascist 
Federation of Agricultural Mutual Societies for Five Stock Insurance (Fede- 
razione Nazionale Fascista delle Mutue Agrarie di Assicurazione del Bestiame) 
to which reference will be made later, with 35,000 members and a total assured 
capital of 71,000,000 liras (2). 

According to the latest Report of the President of the National Institute 
of Co-operation (Enie Nazionale della Cooperazione), published in February of 
this year, the number of the Mutual Societies had risen to 990. 


(1) The following is the list of these Societies: 

Consonio Esercenti Macellari, Florence. Co-operative share company with unlimited capital. 
Company fomied on i October 1919, authorised 28 January 1926. Share capital 15,850 liras fully 
paid up. 

Consorzio Esercenti Macellari^ Pistoia. Co-operative share company with unlimited capital. 
Company formed 6 January 1927, authorised 18 January 1935. Share capital 7,600 liras fully paid up. 

Socieid Anonima Cooperativa per V Assicurazione del Bestiame da Macello, Lucca. Formed 17 Nov- 
ember 1930, authorised 10 August 1931. Share capital 11,000 liras (10,600 liras paid up). 

Societd Italiana Assicurazione Cavalli (S. I. A. C.), Milan. Ordinary share company. Share 
capital 1,000,000 liras (paid up 400,000 liras). 

Mutua Italiana Assicurazione Bestiame (M. I. A. B.), Rome. Italian mutual live stock insur- 
ance society, formed 29 October 1925. Guarantee fund 2.250.000 liras fully paid up. 

Mutua Assicurazione Bestiame da Macello, Milan. Founded in 1902. Share fund 218,973. 

Mutua Assicurazioni Enti Assicurativi Italianiy IS/Iil&ii. Constituted 7 July 1926, authorised 
22 March 1927. Guarantee fund 534,000 liras fully paid up. 

(2) Sindacato e Cooperazione. Bulletin of Co-operative' Information published by the Ministry 
of Corporations. Rome, 1-30 April 1936, p. 462. 
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Origin and Development of this Branch of Insurance in Italy. 

Before the Union of the Kingdom of Italy in 1870 certain attempts were 
fnade to organize insurance against live stock mortality and certain local or 
regional societies were formed, but owing to defects in the system or for 
various other reasons they had only a brief existence. 

New schemes and projects were proposed after 1870. The publication 
issued by the Ministry of Agriculture, bearing the title “ be societa di assicura- 
zioni alia fine del 1886, ” mentions two societies as concerned with this branch 
of insurance: The Agravia, a joint-stock company founded in 1881 at Turin 
with a capital of 200,000 liras, and the Societa fra i contadini di Galliate Novarese, 
a small local union, legally constituted in 1883 as a co-operative society. There 
may be added to these societies La Stella delV Italia Agricola (Florence) which 
operated hail and live stock insurance but failed in 1887, and L Alleanza degli 
Agricoltori (Mantua), which was closed during the same year. The Ministry’s 
publication also refers to the Unione Umbra fra gli Agricoltori, established in 
1880 for the purposes of insurance against hail and against live stock mor- 
tality. The vSociety however abandoned its second branch after having ex- 
tended its activities and suffered severe losses (i). 

During this period a number of so-called “ vacire ” were founded in the 
valleys of Piedmont at Boves and Ceraglio (Cuneo) and later in a number of 
villages in the neighbourhood of Monza, at Cogno and at Cantu in the province 
of Como, and in Valtellina these societies, which were confined to family groups, 
became very numerous. Each member contributed an initial sum correspond- 
ing to the number of insured cattle, which were given a distinguishing mark 
or contrassegno. The funds thus provided were to be used for the first claims 
for indemnity; for any subsequent losses all the members were required to 
make an additional contribution. In Friuli during 1885 a number of mutual 
societies were started, as also in the Marches, in Umbria, in Tuscany, in 
Calabria and in Sardinia, and, at a rather later date, similar movements be- 
came general throughout Italy. Usually these societies were of a very modest 
order, frequently possessed no written rules and followed very different systems, 
especially in regard to contributions and compensation payments. 

Reinsurance and the formation of federations, with a view to mutual 
support, were as a rule neglected by the societies so that when losses were 
serious all financial resources were absorbed and the payment of compensation 
in full made it impossible to build up any reserve fund. This is to be ex- 
plained by the fact that a number of new societies were springing up while 
at the same time others were being closed (2). 


(i) WoLLEMBORG. Sull’assicurazione in generale e in particolare siiirassicnrazione coiitro i 
danni della mortality del bestiame. Udine, 1889, p. 30. 

{2) Prato, Porri, Carrara. Uo sviluppo e il regime delle assicura/ioni in Italia. Uattes, 
Turin, p. 157. 
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At the beginning of the twentieth century a new movement towards the 
development of these societies is to be observed, largely due to the propag- 
anda work started in 1910 by the Comitato Nazionale per la mutuality agraria, 
fostered and assisted by the Ministry of Agriculture. The work of this body 
was mainly directed to drafting rules and regulations suitable for local mutual 
societies and for federated bodies, and to the spread of a knowledge of sound 
principles in administration and in accountancy, which are highly important 
for such institutions (i). 

The number of mutual agricultural societies continued to increase with 
the corresponding growth of agricultural consortia, rural banks, co-operative 
dairies, and in 1913 the number of mutual insurance societies for live stock 
rose to 1,100. At the same time the progress of the movement clearly 
revealed the inadequacy of the present legislation. It was necessaiy^ to 
simplify procedure as regards legal constitution, to obtain fiscal facilities 
and rules in closer accord with the nature of these bodies, with their objects 
and with the purposes they were intended to serve. Before the Taw of 1907 
the agricultural mutual insurance societies were constituted in accordance 
with the provisions of the Commercial Code as co-operative societies, or in 
accordance with those of the Taw of 1886, which prescribed the consti- 
tution and the methods of working of mutual aid societies. The new law 
introduced certain reforms, which however proved inadequate. Seventy-five 
per cent, of the small mutual insurance societies had no proper legal status, 
due in part to the formalities required for acquiring a proper constitution (2). 

A single comprehensive law was required, whereby the reorganisation of 
the former local societies of mutual insurance would be stimulated and this 
type of society placed on a sound basis and its establishment encouraged. 
The Taw of 1919 introduced certain fundamental reforms, which will be 
discussed later. 

During the first five years after effect had been given to the reforms, 
424 mutual insurance societies had received legal recognition, of which 276 
were for insurance against losses of live stock. 

At the end of 1930 the National Federation of Agricultural Insurance 
Societies was founded, which took in hand an extensive scheme for the 
reorganisation of the societies, a scheme which was particularly intended to 
apply to mutual societies of insurance against live stock losses (3). As 
already stated above, 990 Societies of this type were members of this body 
at the beginning 1937. 

The most important society concerned with live stock insurance in Ital> , 
a mutual insurance association against live stock mortality and losses of stock 


(1) Marrone. Le asaicurazioni bestiame. Biblioteca di ragioneria applicata. Vol. XLIII, 
Unione Tipografica Editrice Toriaese, p. 198, 

(2) Maggi, U. Mutuality agraria. Giulio Vannini. Brescia, 1935, p. 63. 

(3) AcERBO. Ea Cooperazione a,graria in Italia. Federazione Italiana dei Consorzi agrari. Pia- 
cenza, 1932, p. 50* ‘ ■ 
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due to disease or accident, is the Associazione Mutua Assicurazione contra 
la mortalita ed il deprezzamento del bestiame a segnito di malattia 0 mfortumo, 
which was founded in 1925 and in known as the M. I. A. B. 

This is a body in the administration of which participate the shareholders 
in the guarantee fund, all insured persons bound by mutual contracts for a 
period of at least three years and the direct representatives of the syndical 
organisations. The M. I. A. B. insures cattle, horses in general, pure-bred race 
horses and stud horses, and also sheep. For cattle aftd horses in general, 
the vSociety has four principal forms of insurance, viz., against the case of 
mortality alone or of mortality and depreciation, or to cover a normal or 
a special rate of indemnity. For pure-bred horses the Society provides under 
a single form cover against the risks of natural death and of death due to 
accident. For sheep the Society provides insurance covering the sole case of 
loss due to natural mortality. 

In 1935 the M. I. A. B. showed a total figure for premiums to cover risks 
directly insured amounting to 3,261,272.80 liras under 4,500 policies. In 1934 
all the insurance policies of the Cremona Society had been transferred to the 
M. I. A. B. by Ministerial Decree of 31 December 1934. 

The M. I. A. B. also entered into agreements with the National Feder- 
ation of agricultural mutual insurance societies for the reinsurance of the 
small insurance societies which undertake live stock insurance business (i). 

A brief account may here be given of the local mutual insurance societies 
for live stock in the province of Trento, which have frequently attracted 
attention on account of their number and methods of organization. 

The administration of the province of Trento, where the co-operative spirit 
of mutual assistance is strongly diffused, founded immediately after the war 
a Provincial Federation of mutual insurance societies for live stock, which was 
replaced at a later stage by a Provincial Inspectorate of live stock insurance 
societies. In order to secure the assistance of the Inspectorate, the societies 
were required to adopt a standard form of rules (which might also contain 
special local clauses) and to obtain legal recognition. In addition they were 
expected to use all the registers and account books supplied to them b}^ the 
Inspectorate, so as to secure uniformity in the methods of accountancy and 
administration adopted. 

The registers of the societies are inspected at least once a year by the 
inspecting staff, which draws up a balance sheet for each society at the close 
of the financial year. At the opening of each half-year a commission of three 
experts makes a report on the financial position of each society.. The society 
pays compensation to its members in all cases of mortality or the compulsory 
slaughter of the insured animals up to 80 per cent, of their insured value and 
the matter of a decrease in the value of the animals is not taken into account. 
The view that has been held in some societies that compensation for losses 


(i) II Villaggio ed i Campi. Roma, 20 dicembre 1936. Annuario Ilaliano dcUe Imprese Assicu- 
fatricf. Federaaione Nassionale Fascista Imprese Assicuratrici. Roma, 1936, p. Ui- 
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caused by epidemics should not be admitted has not found favour. The In- 
spectorate acts as technical advisor for the societies and, at the request of 
the parties concerned, as arbiter in any disputes that may arise between the 
societies and their members. Since the end of the War and up to 1929, 200 
of these societies were founded and legally recognised; during the period a large 
number suspended operations on account of the heavy losses that have been 
sustained. In 1932 the number of societies for Hve stock insurance affiliated 
to the provincial Inspectorate numbered 104 (i). 


Legal Provisions applying lo Ordinary Live Stock Insurance Companies. 

The insurance companies are constituted under the terms of the Decree- 
Law of 1923, which has been frequently amended (2). The provisions of the 
law are not applicable to the mutual agricultural insurance societies which were 
established under the Law of 7 July 1907 and the Decree-Law of 2 Septem- 
ber 1919. 

For the legislative measures prescribed for ordinary live stock insurance 
companies, reference may be made to the statement contained in the article 
published by the Institute on the subject of Hail Insurance in Italy (3). It is 
intended here to devote more special attention to the legal provisions relating 
to local insurance societies on account of the importance attaching to this 
mutual form of insurance in the branch here considered, whereas hail insurance 
is almost exclusively carried out by ordinary insurance companies. 


Legal Provisions applying to Local Mutual Live Stock Insurance Societies. 

General provisions. 

In the first place, in order to obtain the privileges granted by the Law 
of 1919, the object of the agricultural mutual insurance societies must be to 
provide compensation for losses arising under certain agricultural risks, as estab- 
lished under the Regulations of 20 February 1920, and including live stock 
mortality. These insurance societies operate within a strictly local area, that is 
to say, limited to a commune or to a part of a commune, in which the society 
is situated, or limited to a number of neighbouring communes with a total 


(1) La Muttia Assicurazione Hestiame della Provincia di TrentOy Bollettino Agrario, Trento 

January 1934, p. 19. 

(2) Decree-Law of 29 April 1923 converted into law on 17 April 1925, modified by the Decree- 
Laws of 24 September 1923, 5 April 1925, 27 October 1927, 17 July 1931, 26 October 1933 and la July 
1934, this last converted into law with certain amendments on 12 February 1935. 

(3) Monthly Bulletin of Agricultural Economics and Sociology. International Institute of Agricul- 
ture. Rome, August 1936, p. 275. 
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population not exceeding 5,000 persons; in larger communes divided into sev- 
eral districts, the area of the society cannot exceed the area of the district. 
According to the Regulations of 1920, there are also considered as forming 
part of the area of a society, agricultural or forestry undertakings situated 
outside such area, but in neighbouring communes in which the society, in 
accordance with its rules, is empowered to operate, on condition that such 
undertakings belong to an owner or farm operator who is a member of the 
society in which are included the chief enterprises in the district above men- 
tioned. 

In addition these societies are required to fix the maximum sum for their 
annual contributions within the limits laid down by the decree. The 1920 
Regulations prescribed that this maximum should not exceed the sum of 
30,000 liras for each branch of insurance and a total of 100,000 liras for all 
branches actually in operation. The Decree-Law of 27 October I 927 > which 
among other provisions exempted these societies from the obligation to provide 
a caution fee, gave them also the advantage of reducing the minimum caution 
fee, when 60,000 liras had been obtained either in premiums or contributions 
for each branch of insurance, and 200,000 liras for all branches. 

The societies must also observe the principle that the services of the officers of 
the society are given without charge (an exception however may be made in favour 
of the secretary and cashier) and all form of speculative business is prohibited. 

The societies which fulfilled these requirements obtained, by virtue of the 
Laws of 1919 and of 21 October 1923 respectively, legal recognition through 
decree of the prefect. The Decree-Law of 12 July 1934 limited such recognition 
to societies for mutual insurance concerned with branches not specifically indic- 
ated in Art. i of this decree; live stock insurance was not so indicated. 

The rules of the mutual societies must contain: [a) the name of the society, 
its headquarters and the district covered; (6) the branches of insurance that it 
purposes to cover; (c) the conditions for the admission and withdrawal of members; 
(d) the number, the s^^stem of election and the attributions of the managing 
board; and the appointment of members of the committee; (<’) the limits and 
methods of payment of the contributions due from the members; (/) the man- 
ner of calling a general meeting and the conditions required to ensure the 
validity of its decisions; (g) the rules for drawing up the statement of accounts, 
for liquidating and paying compensation for losses, the use made of the profits 
for the financial year or the mode of apportioning losses; (h) procedure and 
conditions governing the winding up and dissolution of the societies. 

Rules relating to insurance. 

All owners and managers of farm enterprises, liable to the risks specified 
by the law, are entitled, since the passing of the Regulations of 1920, to become 
members of the local societies, provided that the board of management is of 
opinion that they provide the guarantees and satisfy the conditions prescribed 
by the rules. Owners and farm operators who are habitually engaged in the 
trade in live stock are precluded from insurance against far instock mortality. 
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Persons accepted as members of the society are required: (a) to pay entrance 
fees; (b) to pay their annual contributions in advance, in proportion to the 
value insured, together with any supplementary contributions for which provi- 
sion is made in the rules of the society; (c) to insure with the society, without 
limit, all kinds of stock they possess liable to one and the same risk, apart 
from exceptional cases as established by the rules, and in special circumstances 
as laid down by the board of management. 

Members must pledge themselves to remain with the society for a period 


of one year. 

A member who is insured against live stock mortality, in addition to his 
other obligations under the sanitary code, is required to declare all cases of 
sickness or accident which may occur for an animal covered by insurance, 
and, as from the time that his declaration is received, such animal is regarded 
as the property of the society, which shall decide what kind of treatment it 
shall receive or whether it is necessary that it should be destroyed. 

The rules shall fix the maximum amount of compensation which, having 
regard to the extent of the loss sustained, may be awarded by the societies 
and in the case of insurance against live stock mortality must not exceed 8o per 


cent, of the loss. - 

No member is permitted under any pretext or through any kind of insti- 
tution to insure any part of the risk not covered by the society. 


Reinsurance. 

These societies may make provision for the reinsurance of their risks or 
for safeguarding their interests by uniting to form federations of mutual socie- 
ties or reinsurance societies. These institutions acquire legal status by decree 
of the Ministry of Corporations. The same decree gives approval to the 
rules, which must be prescribed by the General Meeting of the representatives 
of the associated mutual societies. The Decree- Law of 21 October 1923 intro- 
duced certain modifications into the provisions contained in the Law of 1919. 

The rules of the federations of mutual societies or of reinsurance societies shall 
determine: the headquarters of the institution, the area within which it operates, 
its objects, owned capital, the contribution of the federated societies, system 
of payment, the form of representation and the organs of administration, the 
rules relating to the liability, whether of the federation or of the reinsurance 
society or of the mutual insurance societies, or of the administrative officers 
among themselves or towards third parties; the technical provisions of the scheme 
of reinsurance, the rules for the supervision of the federated societies, together 
with the rules for the disposal of the credit balance shown in the balance sheet 
and for the amortisation of any debit balance. 

In order to establish federations of mutual insurance societies or societies 
for reinsurance, an initial membership -of at least 10 societies is required. If 
the number of member-societies at a later date falls below this figure, a min- 
isterial decree will be necessary to enable them to continue in function. 
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The supervision exercised by the federations or reinsurance societies has 
the following purposes; (a) to be satisfied that all the rules and internal reg- 
ulations, whereby the associated mutual insurance societies are regulated, 
are duly observed; (&) to vouch for the regularity of the working of the account- 
ancy and administrative offices of the society; (c) to carry out supplementar}" 
functions by way of advice, instructions and rulings, intended to promote the 
objects of these societies and to assist them in their work, more particularly as 
regards the adoption of preventive measures against the ailments of live stock. 

For reinsurance purposes, the amount of the annual contributions for each 
mutual insurance society shall be approved by the federation or reinsurance 
society. This body shall also determine for each society the maximum and 
minimum share in the risk for which the society can be held liable. 

The federations or reinsurance associations constituted and operating in 
accordance with the regulations contained in the Decree-Law of 1919 enjoy the 
same advantages as tho.se allowed for the mutual societies. The federations 
or other associations for reinsurance are under the supervision of the Ministry 
of Corporations. 

The Regulations of 1920 laid down that insurance, which is compulsory for 
the hail branch, is optional for the live stock and other branches. The society 
is however required to assume liability ' for a fixed share in the risks accepted, 
which in the case of live stock insurance may not be less than 30 per cent. At 
the same time the mutual insurance societies may undertake rein.su ranee up 
to 90 per cent, for the particular risk of mortality due to epidemic disease, 
retaining at its own charge the balance up to at least 10 per cent. 

The Decree-Law of 1919 prescribed that agricultural mutual societies which, 
for reasons- beyond their control, do not combine to form federations, shall 
not enjoy the fiscal and financial privileges allowed under the terms of this law, 
which will be discussed later. 

Financial Organization of the Mutual Insurance Societies and of the 

Federations. 

The. Regulations of 1920 contain important provisions in this respect. In 
the first place the mutual insurance societies must conduct each branch of insur- 
ance separately and the rules of the society must prescribe, in addition to a 
general registration fee, a special entrance fee for each branch in which each 
member desires to participate. Societies are moreover permitted to combine 
under a single form of management the different branches of insurance business. 

The rules shall establish, not only the amount of the entrance fee, but also 
the rules to be followed for the constitution of the reserve funds for each branch 
of insurance and the exact methods for levying first charges on these funds in 
the event of a deficit. The assignment and distribution of remainders as also 
the distribution of deficits on the working must be effected separately for each 
branch of insurance. The general reserve fund is intended to meet any depre- 
ciation or losses in the assets and to realize the other objects set out in the 
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terms of constitution. This fund is constituted by means of the general en- 
trance fees and by a first charge of lo per cent, on the special reserve fund 
now to be described. 

The special reserve funds for each branch of insurance are made up of the 
special entrance fees for the various branches of insurance and by a first charge 
on the profits realized by each branch at the rate established in each case (which 
amounts to 50 per cent, in the case of live stock insurance) together with the 
interests on these funds. These reserves must be maintained so long as their 
total does not exceed the limit allowed for the live stock insurance branch or 
three times the total of the contributions for the last financial year. Should 
the reserve funds fall below the prescribed limits, the society is expected to 
re-establish its reserves. 

The regulations prescribe rules for the investment of the reserve funds and 
these provisions are also applicable to the federations. 

Fiscal and Financial Privileges Allowed to the Insurance Societies. 

According to the terms of the Decree-Law of 1919, the documents under 
which these insurance societies are legally constituted and the documents relat- 
ing to the admission and resignation of 'members are exempt from registration 
fees and stamp duties. This exemption is also allowed for all documents and 
accounts relating to the operations carried out by the societies. At the same 
time all sums which the agricultural mutual societies pay annually into the 
reserve fund are exempt from income tax. This exemption, however, does not 
apply to sums which, having been once included in the reserve fund, are at a 
later date, at any time or for any reason, distributed among the members, or 
are utilised to increase the capital of the society. 

The Regulations of 1920 empowered the Ministry of Industry, Trade and 
Labour, later transferred to the Ministry of Corporations, by agreement with the 
Ministry of Agriculture, as regards the branch of insurance here discussed, and 
also with the Ministry of Internal Affairs, to take action in favour of agricul- 
tural insurance. The support of the Department was not confined to direct 
encouragement of the establishment of mutual insurance societies and of federa- 
tions of such societies and in assisting, from the administrative and technical 
standpoint, local efforts made with the object of instituting such societies and 
federations, when, having regard to the special conditions of the local agricul- 
tural system, such forms of insurance are necessary and desirable, but also by 
showing an interest in the administrative organisation and accountancy methods 
of the societies and federations and by organizing competitions, etc. 

With the object of encouraging the establishment of insurance societies or 
federations, the competent Ministry has authority to send representatives to 
consider the local conditions for agricultural insurance and the risks involved 
and to encouiSage local initiative, and to invite the parties concerned or the 
promotors to take part at the expense of t*he Ministry in lectures or in other 
reunions. In addition the Ministry may cause propaganda publications to be 
prepared, in which special attention is given to the organisation of agricultural 
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insurance on the administrative and technical sides, according to the varying 
conditions of local agriculture and the special character of the risks involved. 
The Ministry may also supply the societies and federations with the account 
books, registers and other printed matter required for the purposes of their admin- 
istrative functions, either in the early stages of their work or at a later date. 

It is however of even greater importance that the competent Ministry also 
received authority under the Regulations of 1920 to grant subsidies to the 
federations, which for reasons other than mal-administration, have lost a part 
of their owned capital in such manner as to jeopardise the existence of their 
organisation, or have closed the last financial year or years with a loss or have 
exhausted their surplus funds by abnormal withdrawals from the reserve fund. 
The loss must be due to exceptional circumstances and not to faulty management 
or to disbursements not sanctioned by the law and by the rules, nor attribut- 
able to material defects in the technical and financial organisation of the society. 
In addition subsidies may be allowed to federations which have expanded or 
have the intention to expand their field of operation by taking over other branches 
of insurance, included among those allow'ed by the law, or to federations during 
the early days of active working. 

In special cases such subsidies may likewi.se be granted directly to the 
mutual insurance .societies. 

These subsidies are in no case allowed to mutual insurance societies or 
federations that fail to observe the legal provisions in force, the terms of the 
rules and the regulations of the Mini.stry regarding technical organisation and 
the preparation of the balance sheet. In every case it must be shown that the 
insurance society or federation is keeping its costs of administration within 
the limits which are in accord wdth its standing and with the objects that it 
professes to fulfil. 

The competent Ministry, in considering these requests, may rank them 
according to their importance and re.serve complete liberty^' of action, having 
regard to the funds available in the budget and the various requirements 
of the societies. In considering the grant of a subsidy, the Ministry may 
make any enquiry that may be considered desirable, even to the extent of con- 
ducting an inspection of the working of the society' applying for assistance. In 
such case the society will be required to submit to the officers appointed to 
carry out the inspection all its account books, registers and other documents 
and to supply all infoimation desired. 

Subsidies may be allowed to a single society or federation for not more than 
three consecutive years, except in special cases, supported by all the documents 
required. When the Ministry has reason to suppose that the funds available 
are not adequate to meet the necessities of the case, a preference may be 
given, in granting subsidies, to societies in the provinces which stand mo.st in 
need of agricultural insurance. 

An additional important concession, allowed by the law for the benefit of 
agricultural insurance societies concerned with live vStock insurance, is conferred 
by. the Decree-I^aw of 12 July 1934. Under its terms there are exempted from 
the obligation to prove the existence of a certain capital or guarantee fund, 
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insurance societies giving protection against loss or damage, which within the 
boundaries of the Province in which they have their headquarters undertake 
insurance work in one branch only, not specifically indicated in Article i of 
the law quoted (in which live stock insurance is not included), and provided 
that the amount of the yearly premiums does not exceed 60,000 liras in each 
commune. 

National Fascist Federation of Mutual Live Stock Insurance Societies. 

On 16 August 1934 legal recognition and approval were accorded to the terms 
of constitution of this organisation, which is affiliated to the Ente Nazionale 
Fascista della Cooperazione and is a member of the Fascist Confederation of Credit 
and Insurance Undertakings. The sole object of this latter connection is to 
ensure extension to the insurance societies represented by the Federation of the 
validity, both of the collective labour agreements stipulated by the Confedera- 
tion in question and by the syndical associations of similar undertakings linked 
in the Confederation, and also of the rules which are assimilated to those of the 
Confederation. 

The headquarters of the Federation are in Rome and its competence extends 
to the whole Kingdom, while in virtue of its legal recognition and within the 
limits of its competence as established by law and by its terms of constitution, 
it forms the national representation of the agricultural mutual live stock insur- 
ance societies. 

The principal objects of the Federation are as follows: [a) to represent legally, 
according to the provisions of the law, the mutual live stock insurance societies 
with the labour magistracy, and with the political and administrative authorities 
and other syndical associations, institutions and associations having a national 
character and objects of concern to the categories represented; {h) to study and 
to resolve, in accordance with the laws and with the recommendations of higher 
organisations, the economic and social problems relating to the category repre- 
sented; {c) to intervene, within the limits established by the law, in the stipula- 
tion of collective agreements having effect within the limits of the territorial 
area and on the category represented by the Federation and to exercise conciliat- 
ory action in the collective and individual disputes which may concern the 
category; (d) to encourage the formation, constitution and regulation of the 
mutual insurance societies represented; [e) to encourage collaboration with the 
other forms of insurance undertakings and with other co-operative elements in 
the national economy; (/) to protect the interests of the associated institutes, 
promoting their technical and economic development in harmony with the inter- 
ests of the nation and of its productive activity, and in accordance with the 
general recommendations of the higher bodies; [g) to encourage and promote 
the development of all movements having reference to the objects here indicated. 

All mutual live stock insurance societies registered in the lists of the pro- 
vincial councils of corporative economy may belong to the Federation. They 
shall declare that they accept the rules of the Federation, and engage to pay 
the obligatory and additional contributions established in virtue of the pro vi- 
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sions of the law or of the terms of the constitution, and strictly to*> observe the 
social discipline. The registration of these societies in the Federation is for 
five years, but it may be renewed by mutual tacit consent for an equivalent 
period. Decision as to the admission of insurance societies rests with the Council 
of the Federation. In cases of refusal appeal is allowed to the! Ente Nazionale 
Fascista della Cooperazione, and in the last resort to the Ministry of Cori:)orations. 

The insurance societies associated in the Federation may not at the same 
time, under penalty of exclusion, belong to de facto associations having the same 
syndical objects. Exclusion of the societies may take place either by resignation, 
by expulsion on the decision of the Council of the Federation, 01 by loss of 
the qualifications required for admission. 

The associated societies are expected: {a) to transmit each year the 
general and financial report and the reports of the auditors; {h) to communicate 
to the Federation any changes made in their constitution and any rearrange- 
ments or innovations introduced into the charges made by the society; (c) to 
supply promptly to the Federation and to the Ente Nazionale Fascista della 
Cooperazione all the elements, information and data required by those bodies 
in the exercise of their functions; (d) to observe strictly the clauses of collective 
agreements in conformity with the law; (e) to inform the Federation of all 
disputes arising between the associated .societies and their employees on 
the subject of labour relations; (/) to declare to the Federation, within the period 
and in the manner established by the law, the number of persons coming 
within the vScope of their activities. 

The I'ederation may distribute the as.sociated societies into provincial, inter- 
provincial and national syndicates. 

The organs of the Federation are: the General Meeting, the Federal Council 
and the Secretary. 

Model Rules of the Mutual Live Stock Insurance Societies. 

In order to render as far as possible complete this .study of agricultural 
mutual insurance of live stock in Italy, data are added relating to the model 
rules of these as.sociations, established by the Nationel Fascist Federation of 
Mutual Live Stock Insurance Societies in agreement with the Insurance Service 
of the Ministry of Corporations. 

By the direction thus given to their activities, it becomes open to the socie- 
ties, as will later appear, to obtain positive results, not only in respect of live 
stock insurance in the narrower sense, but also in the other spheres of the socie- 
ties’ action, such as prophylactic safeguards against and prevention of infectious 
stock diseases, stable and shed hygiene, and veterinary treatment in the event 
of stock diseases. 

It may be specially noted that it is now open to the societies to provide 
for compensation of losses arising from rejection of meat at the slaughterhouse; 
in this way the risks inherent in slaughtering are also covered. This represents 
an important innovation, for at the time when the agreement was reached in 
respect of the model rules, the insurance of slaughter stock was effected by dealers 
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through ordinary insurance companies. Under these new provisions the mutual 
insurance societies may follow the animals through up to death, whether due to 
accident, disease or to slaughtering in the ordinary course. 

A further activity which the mutual insurance societies may usefully exer- 
cise is that arising out of the possibility now open to them of promoting the 
marketing and sale of insured animals and of their meat, including the cheaper 
cuts, etc., according to the forms to be established bj^ the board of management 
and in the interests of members. This does not imply that these societies 
may carry on commercial activity as to the sale of live stock and of meat, 
but that they may collaborate in the constitution of co-operative organisations 
formed for this purpose, or they may entrust to organisations already in 
existence the marketing and the sale of the insured stock and meats. 

vSpecial mention should also be made of the provisions in regard to the 
reinsurance which may be effected by the mutual insurance ^ociet\ , The 
power to reinsure counteracts the disadvantage of the restricted sphere of 
action of the society; if on the other hand the society offers numerous advan- 
tages, without completing them by reinsurance, it possesses the defect of mak- 
ing no provision for a systematic distribution of risks (i). Ihe following are 
the most important of the provisions of the model rules. 

The societies in que.stion are established for a period of 30 years which 
may be extended. They are administered in accordance with mutuality prin- 
ciples to the exclusion of any speculative character and with the following 
objects: (a) to compensate members within the limits established by the model 
rules for the losses due on the one hand to the death of the insured animals, 
whether due to natural or to accidental causes, and also if occasioned by in- 
fectious disease, or on the other hand by compulsory slaughter; {b) to give 
attention to the hygiene of the stables, the prevention of infectious diseases 
of stock and to all that relates to the maintenance and improvement 
of the insured stock. Compensation may also be given for losses arising 
from the rejection of meat at the communal abattoir and at neighbouring 
abattoirs, provided that the board of management of the society has in the 
latter case arranged for suitable measures of control. The society may, if the 
general meeting so decide, also make provision for first aid and for veterinary 
treatment of live stock as well as for the supply of the necessary medicines, 
with payment on the part of the member of an annual sum for each animal 
insured, such sum to be fixed by the board of management. The society may 
also promote, within the forms to be established by the management and in 
the interest of members, the marketing and sale of the insured animals and of 
their meat, including the cheaper cuts, offals, etc. 

Full membership of the mutual insurance societies is open to all owners 
of live stock resident within the area served by the society and undertaking 
to insure all the live ^tock belonging to them and existing on that area. The 
members give this undertaking for two years at least and it is only terminable 


(i) II Lavoro Cooperativo. Organ of the National Fascist Institute of Co-oi^eration, 14 June 1934. 
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earlier by the death of the member or by his ceasing to own live stock. Appli- 
cations for admission to the society are addressed to the board of management, 
which has the right to accept or refuse members. Appeal may be made against 
refusal by the society to the National Fascist Federation of Mutual Live Stock 
Insurance Societies. Membership is not open to owners of live stock; («) who 
have insured their animals elsewhere and for the same risks; (6) who 
are dealers in live stock; (c) who have on their own stabling premises animals 
suffering from epizootic or contagious diseases or which are in a poor condition 
of health If any of these conditions occur after admission, the members in 
question are excluded bv a resolution of the board of management. 

The model rules contain provisions relating to general meetings and to the 
board of management the auditors, the advisory committee, and the commission 

The maxima and minima age limits are laid down in respect of the admissmii 
of animals to insurance, and admission is conditional also on an inspection 
and itidging by experts who, after taking the opinion of the communal vet- 
erinary surgeon, has to establish for each animal the general characteristics 
(breed sex, age, coat, etc.) and suitability for insurance. If a member is not 
prepared to accept the judging of the animals owned by him he may appeal 
within three days to the board of management, which will make arrangements 
for a fresh judgment by a committee of arbitration. The President pronounces 
finally on the admissibility of each animal on the basis of the application.s 
made and of the expert's report. In the event of refusal of admission appeal 
may be made within three days to the board of management, whose decision 

** ^In the case of death or compulsory slaughter of an animal admitted to 
insurance, if it appears that the causes were pre-existing at the time of the 
judgment, the insurance, in accordance with the provisions of Art. 429 of the 
Commercial Code, is cancelled and the contributions already paid to the soci- 
ety are reimbursed to the member for the part referring to the period not 

already^elapsed nee j.^^h of the insured animal; 

(b) by the resignation or enforced withdrawal of the member; (c) by the sale 
of the animals to buyers who are not members; (d) when the animal is trans- 
ported outside the area served by the society and is not brought back within 
the time fixed by the society, unless the delay is due to local usages, in the 
latter case the authority of the board of management is always necessary 

Besides the entrance fee, members are expected to pay the usual contii- 
butions and supplements to the extent and in accordance with the ™les estab- 
lished by the board of management. The contributions are calcula e a a 
percentage rate established on the basis of the valuation of each anima insured. 

In the event of the death of the member, the heir takes his place with 
the same conditions of insurance. If the insured animal is sold, the insur- 
ance continues in the name of the new owner if he is a member of the s 
ciety, otherwise the insurance lapses. In any case, the seller is exp 
pay the contributions for the half year in course. 
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The model rules contain provisions relating to the substitution of another 
animal for an insured animal sold by the member-owner. 

Every member is obliged within eight days to notify the President of 
any change that has occurred with respect to the insured animals, including 
the case in which the animal has reached the maximum age, with all the de- 
fects and vices that may impair the value of the insured animal. In con- 
sequence, and if necessary, the President orders a new valuation of the insured 
animal. 


The member is obliged to notify immediately every case of sickness, accid- 
ent or death of the insured animal. In the event of disease or accident of 
the insured animal, the member is obliged to follow with the utmost care the 
instructions referring to the attention to be given to the animal. The pro- 
cedure for the payment of the cost of veterinary treatment and of the neces- 
sary medicaments is established by the internal regulations. On notification 
of a claim for loss the President summons the committee of experts in order 
that it ma)^ with the assistance of the communal veterinary surgeon, identify 
the animal which has died or has had to be slaughtered, ascertain the 
causes of the loss, enquire as to the liability or fault of the member and 

finally decide the value of the animal at the time of the loss, viz., at the 

onset of the disease, such value serving as basis for the calculation of the com- 
pensation. 

Compensation shall be paid on the basis of 8o per cent, of the value of 
the animal as established by the committee of experts and cannot exceed 
8o per cent, of the sum for which the animal was insured. The sum accruing 
from the utilisation of the carcase goes to the insurance society, which provides 
for the costs of such utilisation. For the loss resulting from the rejection of 
the meat at the slaughterhouse, the compensation consists of the difference 
between 8o per cent, of the sale price established and the actual proceeds after 
such rejection and cannot exceed the difference between the actual value after 

rejecting the meat and 8o per cent, of the sum insured, provided that the 

selling price does not exceed the value as established by the committee of 
experts. If the member receives from other persons (guaranteed sellers) or 
by means of a subsidy compensation on the animal in question for the same 
reason, the relative amount is to be paid over to the society up to a sum 
etjual to the indemnity paid, after deduction of the proceeds of the carcase, 
which should be valued in the event of death by the communal veterinary 
surgeon. 

The model rules contain provisions relating to the period of time during 
which the society may require the reimbursement of the payment of the com- 
pensation. 

Payment of compensation cannot be made: {a) for losses arising out of 
the occurrence of earthquakes, wars or fires; (6) when the member arranges 
of his own accord for the slaughter of the animal, unless immediate slaughter 
has been ordered by the competent authority; (c) when the member refuses 
to carry out the necessary slaughter ordered by the society or when he does 
not carry out the instructions of the veterinary surgeon or maltreats or neglects 
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the animal affected during the period of treatment. Refusal of compensation 
is pronounced by the President, and appeal may be had against the decision 
to the board of management, which decision is final. 

In regard to reinsurance the society, in accordance with the rules estab- 
lished by the Decree-Laws of 2 September 1919, 26 February 1920 and 21 Oc- 
tober 1923 and after discussion by the board of management, is required to 
provide for reinsurance with the societies authorised in accordance with the 
Law of 29 April 1923 and designated by the National Fascist Federation of 
Live Stock Insurance Societies under the conditions fixed by the Pederation. 

Further provisions in the model ^ules refer to the financial organisation, 
to the balance, to disputes, etc. 


Compulsory Notification in the event of Death. 

The General Department of Public Health on 27 December 1929 rendered 
obligatory, as from i January 1930, the notification of cases of the death of 
animals occurring for any reason whatever. In virtue of this provision all 
owners, or substitute owners, of animals, whether horses or mules, cattle, pigs, 
.sheep or goats, shall notify within three days at most all cases of death or 
slaughter in consequence of disease or accident, which may occur among animals 
of the kinds indicated. 

As a result of this provision, the live stock insurance branch now possesses 
valuable statistics on which the determination of the premiums and the re- 
insurance contracts can be based, (i) 


Live Stock Insurance and Agricultural Credit. 

A recent circular of the Ministry of Agriculture has illustrated the value 
of collaboration between local mutual insurance societies, the advantages of 
which on the economic side are stressed in the circular, and institutions operat- 
ing agricultural credit. This question had already been examined in 1911 at 
the Congress of Agricultural Consortia of the Italian Federation of Agricultural 
Consortia and was also discussed at the^last National Milk Congress. 

The principles underlying this collaboration may be summed iq) as follows: 
(a) the increase in the numbers of live stock required to meet the deficit of 
the balance of trade as regards the meat market may be facilitated by the 
development of credit for stock farming; (6) grants or loans made by agricultural 
credit institutions may be secured by the covering of all live stock risks (mor- 
tality, epizootic diseases, accidents, etc.). This requirement may be met by 
depositing with the credit institutions insurance policies against risks from live 
stock mortality; (c) this guarantee may be given by the local insurance so- 
cieties in a form especially favourable from the economic standpoint; (d) on 
the basis of a wider cover of risks in consequence of this guarantee, the agri- 
cultural credit institutions are able to apply reductions on the discount rates 




(i) Magoi, U., op, ciL, p. 105. 
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in force at the present time ; these reductions may be made in the form of 
a share taken by the credit institution in the payment of the insurance pre- 
miums, instead of direct assignment to the farmers concerned; (e) by making 
the grants to farmers through the live stock insurance societies there is more 
certainty that the assistance will be applied for agricultural purposes; (/) share 
tenants, tenants and small holders who are often without any real property 
to deposit as guarantee may, by insuring their live stock, benefit by agricultural 
credit in consequence of the greater security which would accrue by this system 
to the credit institutions (i). 


Statistical Data. 


The latest statistics published by the Ministry of Corporations may be 
given here. 

In 1934 six insurance societies were directly operating live stock insurance. 
The data published here are not inclusive of those relating to the local mutual 
insurance societies, the particulars of which were given at the beginning of 

this article. , 

In the first place the total is shown of the annual premiums paid for 
new policies and also the total of the receipts referring to the policies in course 
completed previously, as also the percentage of increase or decrease occurring 
during the year 1934 by comparison with 1933* 


1930 

Premiums on policies 
taken out in the re- 
spective years . . 6,330,317 

Receipts for policies 

in course 2,216,144 


lysi 


4.794.875 

1,992,410 


1932 


4,073,019 

1,441,893 


1933 


3.244.792 

1,556.922 


1934 


3.933.573 


108,130 


-f 21/2 2 

— 9305 


During the year 1934, premiums to the value of 684,000 liras were paid 
to the Unione Italiana di Riassicurazione. 

In the table which follows are shown the premiums which can be assigned 
to the financial year 1934, i. e., determined by taking into account alike frac- 
tions of the premiums belonging to #ie previous year and fractions of pre- 
miums relating to the subsequent year. The claims on losses are shown by 
way of comparison. In judging the ratio between premiums and claims, which 
is of a purely technical character, it should be noted that the table omits 
management costs, while the total amount of the premiums includes purchase 
commissions as well as arrears of premiums. 

1931 1932 1933 1934 

7.093,901 5,814,345 4,916,521 4,046,000 

5.575.849 5.961,571 3,842,612 2,990.000(2) 

F. Arcoleo. 

(i) Marchi. Mutue bestiame e credito zootecnico. In Cooperazione Rurale. Rome, June 1936, 

^ ^ (2) Ministero delle Corporazioni. Servizio delle Assictirazioni. Gli Istituti e le Imprese di assi- 
curazione in Italia. Rome, i 93 i» following years. 


1930 

Premiums assignable to 

the financial year . . . 8,355,473 

Claims 6,253.564 
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losses and damage caUvSed by the forces of nature and insurance against these 
form the subject matter of this study, which is the first to treat the question fully 
and systematically with the object of preparing the ground for the development and 
improvement of this type of insurance. 

This pubhcation, which has been prepared mider the auspices of the Reinsurance 
Union of the Swiss Cantonal Fire Insurance institutions by two of its ofiicials, consists 
of two volumes, of 250 and 1150 pages respectively. 

The first volmne, after a brief introduction, deals first with some theoretical 
considerations relating to the different kinds of disaster (torrent waters, floods, hurri- 
canes, avalanches, landsUps, falls of rock, hail, etc.), their origin and the means of 
prevention. This discus.sion is followed by a survey of the bases and practice of 
insurance against losses due to the action of natural forces as operated in Germany, 
Austria, Hungary, France, Italy, Netherlands, Denmark, Norway, Sweden, P'inland, 
Russia, Bulgaria, United States of America. Next comes a detailed examination of 
the development of insurance against losses due to the action of natural forces in 
Switzerland, and a note on the various endeavours and plans made by the Confed- 
eration for the remedymg and compensating of these losses or damage. This first 
volume also mcludes a .section dealing with a scheme of international insurance of 
losses caused by torrents and also with the nature and objects of the Union Interna- 
tionale de Secours. 

The second volume is devoted to .the handling of this type of insurance in the 
different cantons. Bach survey is divided into tlnree sections, historical, legislative 
and economic. In the liistorical section a detailed clnronicle is given from various 
points of view of actual lOvSses due to natural forces in the canton in question; the 
second section deals with the progress in reparation of losses within tlie canton, and 
the third presents stati.stics and analytical considerations, together with an attempt 
at general CvStimation of the risk for each canton separately. 

A gap wliich existed in the syvStematic study of this important question is filled 
by this publication. 

C. EVKU’IDI. Les Assurances Agricoles. Athens, 1936 (in Greek). 

This study on agricultural insurance, in the Greek language, opens with a note 
on the meaning and objects of these forms of insurance, their development and organ- 
isation. The subject matter is then treated in tliree sections: insurance of agricul- 
tural return; insurance of farm capital and insurance of farm workers and of farmers. 

The first section deals in the first instance with hail insurance (damage from hail, 
technique of hail insurance, its development, institutions operating this branch of 
insurance, the extent of this insurance and hail insurance in Greece), and further with 
other risks to which the agricultural return is exposed. 

The second section treats first of live stock insurance (various kinds of live stock 
insurance, its historical evolution, organisation and working, special character of this 
branch, the insurance policy and its application, live stock insurance in Greece). Next 
follows a short survey of the other branches of insiurance of farm capital (fire invSurance, 
insurance against forest fires, and other risks to which the farm capital is exposed) . 



The third section treats in the ^st instance of the insurance of farm workers 
(accident and sickness insurance, maternity insurance, life insurance, old age tmd 
unemployment insurance, family allowances). In addition it deals with the insurance 
of small cultivating holders, e. g., popular insurances in the country, co-operative health 
societies, liability insurance. 
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THE SPREAD BETWEEN PRODUCERS’ AND CONSUMERS’ 
PRICES OF CERTAIN FOODSTUFFS IN AUSTRIA 

I. — Introduction. 

Though the spread between producers’, wholesalers’ and consumers’ prices 
of foodstuffs has been the subject of much discussion in Austria the existing scien- 
tific literature is scanty (i). There has been in Austria a considerable growth 
in the importance of the trader as measured both by the volume of goods traded 
in, and the proportion of the population engaged in trade. Whereas the num- 
ber of persons engaged in industry has increased since 1902 only by 3.8 per cent, 
the number in trade has increased by 31.9 per cent. The second of the works cited 
in the footnote argues that the expansion of the commercial class and the inten- 
sified competition in trade, the working at undercapacity caused by trade fluc- 
tuation, and the increased demands made by the consumer have all contributed 
to a noteworthy increase in distribution costs. The increase in production capac- 
ity through rationalisation methods coincident with falling demand has, on 
top of these factors, led to still more intensive competition in selling and still 
higher marketing costs. 

The following study makes use not only of these published studies but of 
a number of unpublished investigations by the Austrian Instilut fur Konjunk- 
turforschung, as well as of original investigations by the writer. Recently the 
Austrian Institut has made studies of price spreads in the trade in some foodstuffs 
and publishes periodically figures showing the changes in the retail .spread as a 
percentage of the wholesale prices. The table on page 184 indicates the average 
monthly retail spread for ten foodstuffs, as a percentage of the wholesale price, 
from 1929 until the beginning of 1937. 

Prices of agricultural products in Austria are to a certain extent subject to 
very stringent government control. Apart from the restrictions on imports, 
the effect of those on internal trade is very considerable. These latter restric- 
tions relate mainly to dairy products and meat. The prfce of bread is also con- 
stantly subject to vState regulation, while that of sugar is determined by the 


(r) I. DENKSCHRIFT DER PrASIDENTKNKONFERENZ DEK I.ANDWIRTSCHAFTLiaiKN HAUI’TKOR- 
PER.SCHAFTEN OsTERREICHS UBER MASSNAHMEN ZUR SICHERUNG DES WEITEREN BESTANDI-S DliK BERG- 
BATJKRNSCHAFT. — 2 . JAHRK:9BERICHT 1 936, HERAU.SGEGEBEN VOM OSTERREICHISCHEN KURATORIUM 
FllR WiRXSCHAFTLiCHKEiT. Verlag JuUus, Springer, Wien, 1936. — 3. Denkschrift der Landwirt- 
SCHAFTSKAMMER fur KARNTEN UBER DIE KRISE DER KARNTNER LANDWIRTSCHAFT. Klageillurt, 1935 - 


184 E THE SPMAD OF THE PRICES OF CERTAIN POODSTtJFFS IN AOSTIdii 



Jan. 

Febr. 

March. 

Apr. 

May 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Year 

1929 .... 

40 

39 

34 

34 

35 

45 

30 

36 

37 

41 

39 

41 

38 

1930 .... 

43 

43 

43 

45 

46 

36 

37 

40 

43 

32 

40 

41 

41 

1931 .... 

45 

45 

41 

41 

41 

37 

31 

37 

38 

40 

35 

36 

39 

1932 . . . . 1 

. 40 

37 

36 

35 

35 

31 

30 

34 

34 

31 

30 

33 

34 

1933 . . . . j 

33 

33 

33 

31 

34 

27 

33 

33 

34 

33 

33 

'31 

32 

1934 . . . . 1 

30 

30 i 

28 

31 

31 

31 

34 

30 

31 

31 

30 

30 

30 

1935 . . . . ! 

30 

31 

31 

32 

31 

28 

26 

30 

31 

31 

31 

34 i 

30 

i 93 <^ .... I 

35 

36 

37 

35 

34 

29 

32 

32 

33 

29 

30 

30 1 

33 

1937 .... 

27 

28 i 

28 







— 





sugar cartel. The prices of other commodities are controlled by means of 
taxation or customs duties. 

An important position in the trade in agricultural products is occupied bv 
the agricultural co-operative societies, which also receive very considerable State 
encouragement. It is due to their action that the margin between the producers* 
prices and the wholesale prices of those commodities, the trade in which is not 
subject to state control, is liable to comparatively small fluctuations only and 
is maintained within moderate limits. On the other hand in the case of those 
commodities which are subject to State regulation, as are dairy products, or to 
cartel agreement, as is sugar, the margin between wholesale prices and pro- 
ducers' prices may be wide. 

In general terms the following may be said in regard to the development of 
this margin, or '‘spread" between producers' prices and wholesale or retail prices: 
In the case of commodities the trade in which is under control the difference 
between producer s and consumer's price has considerably increased since 1929, 
the greater proportion of the increase being, not on the retail trade margin, but 
on the margin between wholesale price and producer's price. A definite factor in 
the variation in these price margins was the “ crisis supplement " of August 1932 
which doubled the tax on the turnover of goods [W arenumsatzsteuer) in the case 
of all commodities subject to this tax, with the exception of potatoes, bacon, lard, 
pig fat and rye flour. 

2. — Bread and breadstuff cereals. 

The normal breads in Austria contains about 75 cent, rye flour and 25 
per cent, wheat flour. In recent years endeavours have been made to stabilise 
the price of bread by means of an elastic tariff policy. For other household 
purposes wheat flour is exclusively used. The retail trade margin of wheat 
flour keeps within the limits shown in the accompanying table and has increased 
since 1931. By comparing with the wholesale prices of wheat the extent of the 
milling margin may be deduced. There have been added to the table the whole- 
sale price for 75 kg. of ly^e and the same for 25 kg. of wheat, .so as to obtain the 
price for 100 kg. of breadstuff cereals. It is then possible to compare this 
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last price with the price of bread and so obtain an idea of the course of the differ- 
ence between the price of bread and that of breadstuff cereals. 

Next in importance after bread are the small bread {Kleingehdck) and rolls 
(Semmel) made from wheat flour. There is no weight definitely prescribed 


Years 

I 

Wheat: 
Price in 
national 
wholesale 
trade 
Sch. 

per 100 kg. 

II 

Wheat flour: 
Price in 
national 
wholesale 
trade 

Sch. 

per 100 kg. 

III 

Spread 
between 
wholesale 
wheat and 
wholesale 
flour prices 
Sch. 

per 1 00 kg. 

IV 

HI as 
percentage 
of wheat 
price 

V 

Wheat flour: 

Retail 

I)rice 

Sch. 

per 100 kg. 

VI 

spread 
between 
wholesale 
wheat and 
retail 

flour prices 
Sch. 

per 100 kg. 

VII 

VI as 
percent- 
age of 
wheat price 

1923 

36-57 

60.54 

23-97 

65-5 

64 

3 - 4 <> 

5-7 

1924 

36.77 

64.17 

27.40 

74-5 

65 

0.83 

1-3 

1925 

47-35 

83.04 

35 69 

75-4 

87 

3 -96 

4.8 

1926 

40.96 

! 78.23 1 

1 37-27 

91 0 

1 82 

3-77 

t 4.8 

1927 

40.97 

; 71-17 ! 

30.20 

73-7 

75 

3-83 

1 5-4 

1928 

39-59 

66.00 ! 

26.41 

66.7 

: 70 

.J.OO 

6.1 

1929 

33-29 

! 59-96 ; 

26.67 

80. 1 

i 64 1 


1 6.7 

1930 

27.96 

59-35 i 

31-39 

112.3 

65 1 

5-65 

1 9.5 

1931 

25.40 

53-79 : 

28.39 

III. 8 

56 1 

2.2 1 

I 4-1 

1932 

33-58 

65.25 i 

31-67 

94-3 

68 1 

2.75 i 

4-2 

1933 

3506 

70.38 ! 

• 35-32 

100.7 

73 ' 

2.0 2 ; 

3-7 

1934 

35-67 

66.29 ; 

30.62 

85.8 

7 J ’ 

4 - 7-1 

7.1 

1935 

36.47 

65.15 

28.68 

78.6 

70 ; 

4-85 , 

7-4 

I 93 ^J 

35-03 

64.30 

29.27 

83-5 

69 

4.70 

7-3 



Bread 

Small bread or rolls {Klcin^eh&ck) 


1 

II 

III 

IV 

V 

VI 

VII 

VITI 




Spread 




Spread 


Years 

Bread 

Price 

of normal 

between 

prices 

III as 
percentage 

Smidl 

bread 

Wheat 

between 

vSninll 

Vtl as 
percentage 


cereals (i) 

bread 

of bread 

of price 

(Kleiuge- 

flour 

bread 


in Vienna 

cereals and 

of bread 

back) 

and wheat 

flour price 




of bread 

cereals 



flour prices 


Sch. 

Sch. 

Sch. 


Sch. 

Sch. 

vSch. 



per 100 kg. 

per 100 kg. 

per 1 00 kg. 

0/ 

/o 

per 100 kg. 

per 100 kg. 

per 100 kg. 


1923 

32.17 

51.50 

19.33 

60.0 

103 

60,54 

42 

69 

1924 

35 05 

59-22 

24.17 

69.0 

130 

64.17 

66 

103 

1925 

42-07 

63.72 

21.65 

51.5 

169 

83.04 

86 

104 

1926 

31.09 

57.88 

26.79 

86.2 

169 

78.23 

91 

117 

1927 

38.55 

66.06 

27.51 

71.4 

175 

71.17 

T04 

1 T46 

1928 

39-34 

70.42 

31.08 

79.0 

175 

66.00 

109 

i 165 

1929 

30.52 

63-77 

33.25 

108.9 

168 

59.96 

108 

iSo 

1930 

21.94 

59.50 

37-56 

171.2 

168 

59-35 

109 

185 

1931 

25.75 

5969 

31-94 

124.0 

160 

53-79 

to6 

196 

1932 

30.34 

65.47 

3513 

115.8 1 

160 

65.25 

95 

146 

1933 ..... 

25.68 

58.17 

32.49 

126.5 1 

175 

70.38 

105 

150 

1934 

26.93 

57.36 

30.43 

113.0 i 

167 

66.29 

lOT 

153 

1935 ..... 

28.19 

60.84 

32.65 

115-8 

167 

65.15 

102 

157 

1936 

28.00 

60.84 

32,84 

117.3 

167 

64.30 

103 

1 61 


(i) 75 kg. rye and 25 kg. wheat wholesale price. 
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Wheat grits 


Maize grits 


Years 

I I 

Retail 

price 

(ir. per kg. 

rr 

Wholesale 

price 

Gr. per kg. 

III 

Spread 
between 
wholesale 
and retail 
price 

Gr. per kg. 

IV 

III as 
percentage 
of 

wholesale 

price 

Retail 

price 

Gr. per kg. 

VI 

Wholesale 

price 

Gr. per kg. 

1929 

74 

64 

10 

16 

68 

60 

1930 i 

72 

62 1 

10 

16 1 

^5 i 

58 

1931 

66 ; 

55 i 

1 1 

20 

59 i 

48 

T 932 i 

76 

66 : 

10 

14 I 

57 : 

44 

1933 : 

80 

71 i 

9 

13 ; 

55 i 

38 1 

1934 ^ 

77 

69 

8 

12 i 

45 i 

35 

1935 I 

79 

97 

9 

13 1 

46 I 

39 

1939 ! 

73 

68 i 

7 '■ 

i 

10 

47 , 

41 ' 


VII 
Spread 
between 
wholesale 
and retail 
price 

Gr. per kg. 


VIII 
VTI as 
percentage 
of 

wholesale 

price 


8 

7 
1 1 
13 
17 

JO 

7 

b 


13 

12 

23 

50 

45 

2 b 

18 

^5 


for this type. It is left to the individual master bakers to fix the weight 
so that fluctuations in the prices of flour are equalised by slight changes in the 
weight, without affecting the prices. The so-called Kaisevsemtnel , the standard 
roll, had during the years 1923 to 1933 an official weight of 4 hectogrammes 
{25 to the kg.); since 1934 it has had an official w^eight of 4.2 hectogrammes (23.8 
to the kg.). As the price of small bread per kilogramme is calculated with 
reference to this standard, the number reckoned may be adjusted with the 
wholesale price of wheat, in order to trace out the variation in the milling, 
baking, and distribution margins. The milling margin in the table w^as deduced 
by means of comparison wdth the wholesale price of wdieat flour. 

In further explanation it may be added that the price of bread is very consid- 
erably influenced by the Government, as the large bakeries are subject to de- 
finite control. 

The course followed by the wholesale and retail trade margins of the other 
cereal products of importance for nutrition, namely wheat grits and maize grits 
(polenta), and by the milling price margin for maize grits is also to be seen from 
the table. 


3. “ Meat. 

In Austria pork and beef have a large market, but there is almost no 
market for mutton. By the legislation on the live stock trade of November 
1931 meat prices became considerably higher. In consequence, however, of the 
great increase in pig-feeding undertaken in the country, there was up to 1933 a 
severe decline in meat prices, which it was attempted to check by limiting the 
number of animals placed on the market. It is for this reason that in the 
table given in the appendix relating to the development of meat prices in the 
provinces a difference appears between the course of prices on these so-called 
protected markets and that of prices on the unprotected markets. 
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In addition a price maintenance levy (Preisstutzungsabgabe) was introduced 
which was utilised for the removal of cattle from the market, thereby keeping 
lip the prices. Since markets in Austria depend for their upkeep on tlie market 
fees, as soon as the artificially inflated prices drop, the fees per head tend to rise 
sharply in consequence of the high fixed costs. In this v\ ay the spread between 
consumers’ and producers’ prices is considerably widened. 

(a) Pigmeat. ■— As in the case of beef, we consider here the position on the 
Vienna meat market, which is the ruling market for Austria. The spread and 
its variations can be reckoned from the wholesale prices for liv^e animals and the 
wholesale prices for meat. The retail trade margin is also shown in the table. 
The height of the market charges in Vienna is to be seen from the following table 
taken from the report of the Conference of Presidents. 


Selling weight 70 kg. 

Sale price 70 kg. at 1.25 sch 87.50 sch. 

Costs 11.46 >) 

Net proceeds 76,04 sch. 


Analysis of the costs: 

Motor lorry transport (8 groschen })er kg.) 5.60 sch. 

Lump payment covering market fees and expenses , . 3.00 

Litter 0.50 /) 

Disinfection 0.08 )> 

Declaration form stamp 0.20 » 

Price maintenance tax (2 groschen ])er kg.) 1.40 » 

City weighing fee (0.2 gr. per kg.) 0.14 » 

Commission 0.50 » 

Postage and stamps 0.04 » 


11.46 sell. 


Pig fat was not examined, since it is imported for the Vienna market exclus- 
ively from abroad. 

(b) Beef. — The price of beef has a twofold function. On the one hand it 
is decisive for the income of the breeders, who sell the cattle reared in the 
highlands for fattening on the plain. It proved however possible to establish only 
the course of the prices of live animals at St, Mark (the slaughterhouse of Vienna) 
and not that of the prices of the store cattle, which are decisive for the breeders. 
On the other hand the price of beef determines the income of the feeders who 
fatten the cattle. The movement of the spread between the prices of live cattle 
and the wholesale and retail prices for beef may be clearly seen from the table. 



A complete statement of the market fees and charges taken from the same 
sources as in the case of pork is given as follows: 


Selling weight 3^8 kg. 

Sale price 368 kg. at 80 groschen 294.40 sch. 

Costs 43*®^ ® 


Net proceeds 250.58 sch. 


Analysis of costs: 

Freight per head for a minimum of 12 animals .... 20.00 sch. 


Driver’s wage 3*30 » 

Cordage, etc 0.18 » 

City market fee 1.60 » 

City inspection fee 2.00 » 

Gratuity, about • 0.50 » 

Stall fee and insurance 0.16 » 

Fodder 2.09 » 

Apron fee ^^-^5 

Fee stamps for concession form 0.60 » 

Price maintenance tax (i groschen per kg.) 3*68 » 

Manipulation fee (0.3 per cent.) 0.89 » 

Bank charge (0.3 per cent.) 0.89 » 

Insurance for internal damage i per cent 2.95 » 

Commission 1% per cent 4-42 » 

Postage ^*30 » 


43.81 sch. 


Pigmeat. 


Years 

I 

Wholesale 
price of 
I>ork pigs, 
Vienna H* 
Sch. 

per 100 kg. 

II 

Wholesale 
price of 
pigmeat, 
Vienna 
Sch. 

per 100 kg. 

III 

Spread 
between 
wholesale 
pig and 
pigmeat 
prices 
Sch. 

per 100 kg. 

IV 

III as 
percentage 
of wholesale 
pig price 

% 

V 

Retail price 
of pigmeat, 
Vienna 

Sch. 

per 100 kg. 

VI 

Spread 
between 
wholesale 
and retail 
prices of 
pigmeat 
Sch. 

per roo kg. 

VII ' 

VI as 
percentage 
of wholesale 
pigmeat 
price 

1929 

237 

339 

102 

43 

495 

15 

46 

1930 

203 

292 

89 

44 

483 

191 

65 

1931 

173 

223 

50 

29 

378 

155 

70 

1932 

173 

233 

60 

35 

403 

170 

73 

1933 

153 

217 

64 

42 

357 

140 

65 

1934 

127 

179 

52 

41 

318 

1 

78 

1^35 

145 

179 

34 

23 

315 

136 

76 

1936 

158 

197 

39 

25 

332 

135 

69 
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1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 


Beef and Veal. 


Years 

I 

Wholesale 
price 
of steers, 
Vienna 11 
Sch. 

per loo kg. 

II 

Wholesale 
price 
of beef, 
Vienna 
Sch. 

per 100 kg. 

III 

Spread 
between 
wholesale 
steer and 
beef prices 
Sch. 

per 100 kg. 

IV 

III as 
percentage 
of wholesale 
steer prices 

V 

Retail price 
of beef, 
Vienna 

Sch. 

per 100 kg. 

VI 

Spread 
between 
wholesale 
and retail 
beef prices 
vSch. 

per 1 00 kg. 

VII 

VII percent- 
age of 
wholesale 
prices 


156 

264 

108 

1 69 

! 344 

: 80 

1 


147 

257 

1 no 

75 

I 360 

103 

40 


126 

238 

1 II2 

i 89 

i 345 

; 

45 


125 

248 

i 123 

i 

322 

74 

30 


II7 

227 

1 1 10 

i 94 

1 318 

91 

40 


108 

218 

! 1 10 

; 102 

298 

1 80 

37 


104 

188 

; 84 

i 

: 280 

i 92 

49 


II7 

154 

1 37 

! 

280 

1 126 

82 


4. — Fish. 

In the consumption of fish primary importance attaches to sea-fish. Among 
fresh water fish carp is of special interest, and the course of prices for carp, whole- 
sale and retail, are shown in the accompanying table. Although the retail 
trade price spread in absolute figures has shown a decline since 1929, in conse- 
quence of the marked decline in wholesale prices of carp, relatively there has 
been an increase in the margin. 


Fish. 




Wholesale price 


Trading spread 


Retail price 

Trading spread 

as percentage 

Years 

of carp 

of carp 

of the wholesale 



price 


Gr. per kg. 

Gr. per kg. 

Gr. per kg. 








1932 



1934 ■ 



1939 • 

399 
i 348 

i 302 

i 270 

; 219 

' 212 

! 23a 

1 242 

320 

288 

' 22 2 

i 191 

j 154 

j 102 

177 

1 

76 

00 

So 

89 

55 

58 

I 7 « 

65 

24 

2 1 

i *^7 

! 34 

i 38 

i, 


5^ Milk, milk products, and eggs. 

(a) Milk. — Up to 1929 a correspondence existed between the price of 
butter and the price of milk, i. e., the proceeds from milk used for making 
butter were almost as high as the proceeds from the sale of milk for direct 
consumption. Then the butter price was forced down by foreip competition, 
so that the relation between the proceeds from sales of fresh milk and from its 
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transformation into butter was upset. The supply to the market of fresh milk 
accordingly increased, while at the same time, owing to the economic crisis, 
there was a marked decline in consumption. Regulation of the milk market 
supervened. A distinction was made between the price for milk for direct con- 
sumption and the price for milk for manufacturing purposes. The latter price 
was fixed at lo groschen per litre below that of fluid milk. Moreover a quota 
was from time to time established, in accordance with which each producer might 
sell a certain portion of his milk as fluid milk and was obliged to sell a certain 
proportion as milk for dairying purposes. On 17 July 1931 the Milk Compen- 
sation P'und (Milchausgleichsfond) was set up. The idea was to impose on each 
farmer who had milk to sell as fluid milk a levy which was to be for the benefit 
of those farmers who were compelled to allow their milk to be used for l)utter 
and cheese making. The levy amounted at first (1931) to 2 groschen per litre ^ 
•but later, in consequence of the further fall in butter prices, it was raised to 3 
and then to 4 groschen. A part of the Milk Compensation Fhmd was also ap- 
plied to the purpose of granting premiums on the export of butter, so as to 
maintain the level of butter prices within the country. The attempt of the 
dealers to enlarge their turnover by lowering the price of milk led, on account 
of the pressure on producers’ prices, to the Order on Milk Prices of 13 
May 1933, which fixed the price of milk by law. The result of this legal fixing 
of the price of milk was a considerable rise in the trading margin, which for fluid 
milk rose to 54 per cent, of the wholesale price. At that time there came into 
existence a number of small farmers who were making a profit in consequence 
of the large trading margin and whose activity further depressed the market of 
the existing large dairies which had been already affected by the crisis. The 
large number of dairies in the end tended to the maintenance of the trading mar- 
gin at a high level, because it was feared that the lowering of the margin would 
mean working at a loss for many dairies, and there was a general desire to 
avoid this. In connection with the rise in the trading margin it has of course to 
be remembered that by the milk regulations of March 1931 compulsory pasteuris- 
ation was introduced, and accordingly the costs of processing increased. 

The wholesale price in Vienna shown in the table on page 192 is not the pro- 
ducers’ price, but the wholesale price for fluid milk paid by the dairies. From 
this are deducted at present 3 groschen per litre for the Milk Compensation Fund 
and I groschen for the Tower Austrian Milk Compensation Fund, or 4 groschen 
in all, which has to be paid by the farmer, so that for the producers there remains 
26.5 groschen per litre of fluid milk. At present the farmer may deliver 64 per cent, 
of his milk output as milk for direct consumption, and must sell 36 per cent, as 
milk for dairy manufacturing purposes. For this latter type of milk he now 
obtains from the dairies only 18 groschen per litre, and from the Milk Compens- 
ation Fund a supplement of 4 groschen, so that his total price for manufacturing 
milk works out at 22 groschen per litre. Thus out of loo litres of milk he sells: 


64 litres as fluid milk at 26.5 gr. . 16.96 sch. 

36 litres as manufacturing milk at 22,0 gr 7-92 » 

100 litres in all 24.88 sch. 
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SO that for milk delivered at the railway siding in Vienna he obtains on the 
average 24.88 groschen per litre. Out of that there has to be deducted 0.5 gro- 
schen per litre for cleaning the cans, 0.5 groschen for the milk stall and 0.5 to 2 
groschen for transport, so that some 22 to 23.5 groschen net per litre of milk 
remain to the farmer. From i January 1937 retail price of milk was lowered 
from 46-47 groschen per litre to 44-45 groschen. The lowering of the price was 
achieved exclusively at the expense of the trading margin and had no effect 
on the producers’ price. The present margin of 14.5 groschen per litre is divided 
between the dairies (9 groschen) and the retail dealers (5 groschen). Exact 
information about the trading margin in the provinces is not available, but it 
is generally speaking lower than in Vienna; on the one hand, the producers’ price 
is higher and, on the other, the retail price is somewhat lower, as appears from 
the table of the retail prices in the provinces given in the appendix. 

(b) Cheese. — In the case of the type of cheese most important for con- 
sumption, namely, the half-Emmenthal cheese, the wdiolesale price declined, in 
consequence of the large surplus production in the country, from 4.39 schilling 
per kg. to 3.10, while the retail price fell from 5.27 to 3.60 schilhng. Since at 
the same time the wholesale price for manufacturing milk fell, as has been shown, 
from 36.5 to 22 groschen per litre, a decline of 40 per cent., while there was 
only a 31 per cent, fall in the retail price of half-Emmenthal cheese, the size 
of the margin between the milk producer’s price and that paid by the consumer 
of cheese has very considerably increased. The margin in the retail trade has 
somewhat declined. 

(c) Butter. — The butter trade is controlled by a combination of large 
dealers. The price is artificially maintained at a high level by means of a reduc- 
tion in supplies to the market, large quantities being exported. The difference 
betw^een the low export prices (at times in 1934 the export price was 90 gro- 
schen per kg.) and the high prices on the national markets is covered from the 
Milk Compensation Fund. The marked decline in the retail margin is to be 
explained by the intervention of the Government, which practically eliminated 
direct sale by the producer to the retail dealer, which was formerly the deter- 
mining factor in the wholesale price, so that the wholesale price is now represent- 
ed only by the selling price of the large dealers and of the dairies to the retail 
traders. The retail selling price of butter declined from 1929 to 1936 from 6.48 
schilling per kg. to 4.40, a decline of 32 per cent. This decline is thus of the same 
order as that of the retail price of half-Emmenthal cheese. Since the selling 
price of manufacturing milk, which is the standard price for the producer, also 
underwent over the same period a 40 per cent, decline, the result is also in this 
case a considerable widening of the spread between consumers’ and producers’ 
prices. Some modification, however, occurred in this margin. The retail trade 
margin fell from 1.35 schilling per kg. in 1929 to 40 groschen in 1936, or by 70 
per cent., so that there was an increase in the margin between the producer’s price 
(of manufacturing milk), which declined only by 31 per cent., and the wholesale 
price of butter. Assuming that for making one kilogramme of butter 25 litres 
of milk is required, the following is the development of the difference between 



producers’ price of milk and wholesale price of butter: The price of 25 litres of 
milk fell from 1929 to 1936 for the producers by 3.62 schilling; the wholesale 
price of butter over the same period, by only 1.13 schilling per kg. Even if the 
fall in the price of the cheese and other products made from skimmed milk is 
taken into consideration, there still remains as result a much smaller decline in 
the wholesale price of butter than in the producers’ price for manufacturing 
milk. 

A novelty for the butter market was introduced in the form of the so-called 
melted butter {Butter schmalz). In order to avoid the costly export of butter without 
depressing at the same time the price of butter on the home market, butter was 
melted down and the melted butter was sold cheaper as Butter schmalz for cook- 


Years 

Milk 

Half-IOnimental Cheese 

Retail 

price 

Gr. per litre 

Wholesale 

price 

Gr. per litre 

Spread 

Gr. perlitre 

spread as 
percentage 

of 

wholesale 

price 

% 

Retail 

price 

Gr. per kg. 

Wholesale 

price 

Gr. per kg. 

Spread 

Gr. per kg. 

Spread as 
percentage 
of 

wholesale 

price 

% 

1923 

49 

.39.1 

9.9 

25 





1924 

52 

38.6 

13.4 

35 

— 

— 

— 

— 

1925 

52 

365 

15-5 

43 

— 

— 

— 



1926 ..... 

52 

36.5 

155 

43 

— 

— 

— 


1927 

52 

36.5 

15 5 

43 

— 

— 

— 

— 

1928 

52 

36.5 

155 

43 

— 

— 

— 

— 

1929 

52 

36.5 

^ 5-5 

43 

527 

439 

88 

i 20 

1930 

54 

36.2 

17.8 

49 

494 

419 

75 

18 

1931 

50 

336 

16.4 

49 

447 

383 

64 

17 

1932 

47 

330 

14.0 

42 

436 

384 

52 

14 

1933 

46 

307 

153 

50 

395 

338 

57 

17 

1934 

47 

305 

16.5 

54 

359 

308 

51 

17 

1935 

47 

30.5 

16.5 

54 

354 

288 

66 

23 

1936 

47 

305 

16.5 

54 

360 

310 

55 

18 


Years 

Butter 


Retail 

price 

Gr. i>er kg. 

Wholesale 

price 

Gr. per kg. 

Spread 

Gr, per kg. 

Spread as 
percentage 
of 

wholesale 

price 

% 

Retail 

price 

Gr. each 

Wholesale 

price 

Gr. each 

Spread 

Gr. each 

Spread as 
percentage 
of 

wholesale 

price 

% 

1929 

648 

513 

135 

26 

20 

17*93 

2.07 

12 

1930 

610 

456 

154 

34 

17 

14*34 

2.66 

19 

1931 

553 

41I 

142 

35 

16 

12.58 

3*42 

27 

1932 

538 

408 

130 

32 

15 

12.67 

2.33 

18 

1933 

435 

373 

62 

17 

14 

11.72 

2.28 

19 

1934 

450 

394 j 

56 

14 

13 

1 1. 01 

1-99 

18 

1935 

440 

402 

38 

9 

T 4 

1 1 .90 

2.10 1 

17 

1936 

440 

402 

j 

40 

10 

14 

11.94 

2.06 

' J 

17 
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king, first at the retail price of 3.20 schilling per kg. and now at 3.60 schilling. 
In this way i 34 ^8* butter yielded, with loss of water, one kilogramme of this 
melted butter, so that the price of butter which was melted down for Butter- 
schmalz amounted to 2.88 schilling per kg. retail. The price decline as compared 
with the retail price of fresh butter in 1929 amounted in this case to 3.60 schilling 
per kg., or 56 per cent. Thereby the margin between the average retail price of 
butter, including Butter schmalz, and the producers’ price of milk was also reduced. 

(d) Eggs. — Owing to the increase in home production egg prices under- 
went a severe decline after 1929; this did not however affect the retail trade 
margin, which has risen since 1929. 

6. — Fruit and vegetables. 

(a) Fruit. — Investigations of the trading spread in the case of fruit are 
subject to very wide yearly fluctuations which naturally also influence the mar- 
gins. There are besides great differences in prices between the different kinds 
of any one fruit. The tracing of the spread for the various kinds over the whole 
period since 1929 is, for example in the case of pears, impracticable, since the 
price quotations in the returns of the Vienna Market Bureau often refer to differ- 
ent kinds from one year to another. Inirthei, the quotations are frequently given 
at different times of the year in the separate years, so that owing to the consid- 
erable seasonal variations in price there are sources of error in constructing 
yearly averages. From the different kinds of pears five sorts of national 
origin were selected and the available data collected. In the case of the other 
kinds of fruit investigated (Styrian Maschanskaapfel, indigenous nuts, apricots, 
cherries and plums) yearly quotations are given. Finally an arithmetical mean 
of the percentage spreads was constructed from the fruits investigated, with 
the exception of pears, and inserted in the tables as trading spread for fruit. 

(b) Vegetables. — In general the same remarks hold good as for fruit. 
Those kinds of vegetables were selected which are handled by the trade 
throughout the year, thus eliminating certain sources of error in the material. 
A slight defect exists in the data supplied from the Market Bureau, which 
gives many prices only per piece. 

F'ive kinds of vegetables were taken: cauliflowers, salad cucumbers, cabbage^ 
cooking salad, spinach. From the percentage retail margins of these an average 
spread (arithmetical mean) was calculated also for vegetables. 

7. — Potatoes. 

In the Austrian economy potatoes are less important as human food than 
as stock feed, which is their predominant use. Only a fraction of the quantities 
of potatoes gathered reach the market as table potatoes. There are no avail- 
able data on prices of fodder potatoes, so that it was possible to investigate the 
retail trade margin of table potatoes only. A considerable decline in this margin 
is to be noted as compared with that in the year 1929, as may be seen more 
precisely from the table. 
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Spread 




Spread 

Years 

Retail 

price 

Wholesale 

price 

Spread 

as 

percentage 

ofwholes^e 

Retail 

price 

Wholesale 

price 

Spread 

'as 

percentage 
of wholesale 


Gr. per kg. 

Gr. per kg. 

Gr. per kg. 

price 




price 

% 


% 

Gr. per kg. 

Gr. per kg. 

Gr. per kg. 



Pears : 

Salzburg 



Pears: Gute Luise 


1929 

82 

56 

24 

41 

II 2 

80 

32 

40 

1930 

130 

90 

40 

45 

— 

— 

— 

— 

1931 

60 

35 

25 

71 

90 

60 

30 

50 

1932 ..... 




— 

— 

— 

— 

— 



1934 

— 

— 

__ 

— 

57 

42 

15 

36 

1935 

— 

— 

— 

— 

97 

79 

18 

23 

1936 




— 

80 

55 

25 

46 

1929 


Pears: 

Pastor 



Pears: 

Colmar 


1930 

1931 

92 

62 

30 

48 

100 

80 

20 

25 

1932 

II3 

83 

30 

36 

85 

52 

33 

64 

1933 

70 

49 

21 

43 

70 

46 

27 

59 

1934 

72 

54 

18 

33 

50 

35 

15 

43 

1935 

90 

70 j 

20 

29 

75 

60 

15 

25 

1936 

67 

50 1 

17 1 

43 

55 

35 

20 

57 



Pears: 

Plutzer 


Apples: Styrian Maschanske 

t 929 


^ — 

— 

— 

102 

78 

24 

31 

1930 

no 

80 

30 

38 

121 

92 

29 

32 

t 93 i 

65 

40 

25 

^^3 

107 

79 

28 

35 

1932 

100 

70 

30 

43 

119 

75 

44 

59 

t 933 

— 

— 

— 

— 

72 

50 

22 

44 

t 934 

— 

— 

— 

— 

70 

52 

18 

35 

f 935 

— 

— 

— 

— 

68 

53 

15 

28 

^936 

— 

— 

— 

— 

78 

57 

21 

37 



Nuts: indigenous 



A pricots 


C929 

210 

160 

50 

31 

240 

185 

55 

30 

^930 

170 

118 

52 

44 

154 

no 

44 

40 

^931 

148 

107 

41 

38 

160 

130 

40 

31 

[932 

I 2 I 

91 

30 

33 

135 

102 

32 

32 

f 933 

188 

157 

31 

20 

130 

95 

35 

37 

f 934 

145 

108 

37 

34 

80 

55 

25 

46 

f 935 

130 

102 

28 

38 

141 

115 

27 

24 

^936 

109 

88 

21 

34 

107 

82 

25 1 

31 



Cherries 



Plums 
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Vegetables. 


Years 

Retail 

price 

Gr. per kg. 

Wholesale 

price 

Gr. per kg. 

Spread 

Gr. per kg. 

Spread 

as 

percentage 
of wholesale 
price 

% 

Retail 

price 

Gr. per kg. 

Wholesale 

price 

Gr. per kg. 

Spread 

Gr. per kg. 

Spread 

as 

percentage 
of wholesale 
price 

/O 



Cauliflowers. 



Salad cucumbers. 


1929 

53 

43 

10 

23 

156 

129 

27 

21 

1930 

72 

52 

20 

39 

lOT 

73 

28 

38 

1931 

63 

45 

18 

40 

86 

45 

21 

47 

1932 

62 

45 

17 

38 

lOI 

66 

35 

53 

1933 

55 

42 

13 

31 

181 

137 

44 

32 

1934 

54 

40 

14 

35 

95 

73 

22 

30 

1935 

42 

31 

II 

36 

70 

56 

14 

25 

1936 

55 

43 

12 

28 

80 

60 

20 

33 



Cabbage 



Cooking salad 


1929 

28 

20 

8 

40 

13 

9 

4 

44 

1930 

23 

15 

8 

53 

13 

8 

5 

63 

1931 

27 

19 

8 

42 

16 

IT 

5 

46 

1932 

19 

13 

6 

46 

13 

9 

4 

44 

1933 

20 

12 

8 

67 

14 

9 

5 

56 

1934 

19 

1 1 

8 

73 

1 1 

7 

4 

57 

1935 

22 

16 

6 

i 38 

1 1 

7 

4 

57 

1936 

18 

12 

6 

1 50 

12 

7 

5 

71 



Spinach 






1929 

77 

55 

22 

40 

— 

— 

— 

— 

1930 

60 

38 

22 

58 

— 

— 

— 

— 

1931 

8 

55 

27 

49 

— 

— 

— 

— 

1932 

75 

53 

22 

42 

— 

— 

— 

— 

1933 

45 

28 

17 

61 

— 

— 

— 

— 

1934 

35 

25 

10 

40 

— 

— 

— 

— 

1935 

68 

52 

16 

31 

— 

— 

— 

— 

1936 

78 

58 

20 

35 






Retail Trade Margin, as Percentage of Wholesale Price. 


Years 

Fruit 

Vegetables 

1929 

33 

34 

1930 

41 

5 « 

1931 

42 

45 

1932 . 

48 

45 

1933 

40 

49 

1934 

37 

47 

1935 

28 

37 

I 93<5 

00 

43 
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1929 . 

1930 • 

1931 . 

1932 ■ 

1933 • 

1934 ■ 

1935 • 

1936 • 


Table Potatoes, 


Years 


Retail price 
Gr. per kg. 

Wholesale price 
Gr. per kg. 

Spread 

Gr. per kg. 

Spread 

as percentage of 
wholesale price 

% 

26 

14 

12 

86 

21 

13 

8 

62 

24 

14 

10 

71 

21 

13 

8 

62 

19 

II 

8 

73 

20 

13 

7 

54 

21 

15 

6 

40 

18 

12 

6 

50 


8. — Sugar. 

The price of vSugar in Austria is fixed by the sugar cartel. Owing to various 
measures arising out of the customs and taxation policies there was a considerable 
rise in the price of sugar after 1926. Beet prices, on the contrary, were kept 
fairly constant. At the end of 1928 the price of sugar beet was 4.80 schilling 
per kg., and the beet growers received a subsidy from the proceeds of the sugar 
tax, making their receipts up to this price. 

The various measures dictated by the customs and taxation policies are 
very complicated, but they must be briefly described here since they affect the 
margin between producers’ price for sugar beet and consumers’ price for sugar, 
in so far as a proportion of the proceeds of the tax was placed at the disposal 
of the sugar producers. 

On 13 December 1928 the duty and the consumers’ tax were both raised 
by 6 gold crowns, the duty from 22 to 28 gold crowns and the consumers’ tax 
from 10 to 16 gold crowns. The proceeds from the increased receipts were 

made available for the sugar factories. 

The raising of the tax is explained by the fact that a raising of customs 
dues was, by agreement with Czechoslovakia, bound up with a corresponding 
rise in the rate of taxation; accordingly, after a decision to raise the duty it 
was necessary also to raise the tax, the proceeds of the increase in the tax 
being, however, immediately returned to the sugar industry. On 20 Decem- 
ber 1929 a proposal was made for a further increase of the duty and of 
the tax by 6 gold crowns, and again the receipts from the increased tax were 
made available for the national industry and for beet growing. It has not been 
easy to ascertain in what proportion the amount realised was shared between 
the sugar industry and the beet growers, but it is stated that 60 per cent, went 
to the growers and 40 per cent, to the industry. Later still further increases 
in the duty and in the tax were made, so that the consumers tax rose to 31 gold 
crowns. On 9 June 1933 the consumers’ tax in connection with the valoris- 
ation of the duty was fixed at 35 schilling. According to data available, however, 
the receipts do not now pass to the sugar industry. 

The present price of sugar is governed by the sugar cartel. An analysis of 
the ruling sugar price according to the various cost items, which also shows the 



distribution of the difference between beet price and consumers’ price, is given 
as follows: 

Crystallised Sugar, Prices in Schilling per lOO kg. 

Percentage 

Schilling of retail price 


Beets (taking loo kg as yielding 14.5 kg. sugar) 
Processing margin 

3448 

34.22 

26.93 

26.74 

Price ex factory 



Tax on commodity sales with crisis supplement 
Freight and crisis supplement 

68.70 

35-00 

8.40 

365 

27-34 

6.36 

2.85 

Carriage paid at Vienna 

Wholesale trade margin 

11575 

3-50 

2.73 

Kx store Vienna, wholesale 

Retail trade margin 

119.25 

8.75 

6.84 

Retail price, Vienna 

128.00 

100.00 


Trade Margins for Sugar in Schilling per lOO kg. of Cube Sugar. 


Years 

W'holeScile 

price 

carriage 

paid 

Vienna 

Sch. 

per 100 kg. 

VVliolesale 
X)ricc 
ex store 

Vienna 

Sch. 

per 100 kg. 

Wholesale 

margin 

vSeh. 

per 100 kg. 

Wludesale 
margin as 
percentage 
of the 
wholesale 
price, 
carriage 
paid Vienna 

Ketail 

price 

in Vienna 

Sch. 

per 100 kg. 

Retail 

margin 

Sch. 

per 1 00 kg. 

Retail 
margin as 
XK:rcentage 
of the. 
wholesale 
priee free 
Vienna 

1929 

85-23 

87.42 

2.19 

! ^-57 

92 

i 4-58 

; 5-24 

1930 

9<>-94 

98.46 

I 52 

1 "'^7 

I 105 

6.54 

6.64 

1931 

113-35 

115,02 

1.67 

1 1-47 

j 1 19 

3-92 

3-4O 

1932 

117.08 

120.46 

3-38 

2.89 

124 

3 54 

i 2.94 

1933 

121.31 

125.06 

3-75 

I 309 

1 127 

I -94 

1 1-55 

19.34 

121.50 

125-25 

3-75 

3-09 

! . 132 

6.75 

j 5-39 

1935 

— 

— 

— 




] 

1936 




j ZI 



{ 


The retail trade prices in the provinces show ver}^ marked deviations from 
the Vienna retail price. The price at Bregenz is 20 sch. per 100 kg. higher 
than in Vienna. As the extra charge made b}^ the wholesale trade for the car- 
riage from Vienna to Bregenz is only 9.25 schilling per 100 kg., the retail trade 
margin in Bregenz must be decidedly higher than in Vienna. In November 1933 
the retail price for sugar was raised 4 groschen per kg. (crystallised sugar to 
1.28, cube sugar to 1.32 sh. per kg.) and the retail trade margin in this way 
considerably increased. On the other hand the price reduction made in January 
1937 was made partly on the costs of the retail trade margin. The price was 
lowered by 6 groschen per kg., of which one groschen went to the reduction of the 
retail trade margin and the remaining five groschen fell on industry and the growers. 
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The price of beet is now about 5 sch, per 100 kg. in accordance with an agree- 
ment of the beet growers’ union with the sugar factories, which runs till 1939. 
The price has already stood for some time at that height. The sum of 5 schilling 
is the result of a somewhat complicated calculation: for 300 kg. of beet the grower 
receives the equivalent of 6 kg. of crystallised sugar untaxed ex factory (6 kg. 
at 0.68 sch., i.e., 4.08 sch.). From a joint fund of the beet growers and the sugar 
factories the grower receives after the lapse of a year a sum making up the price 
to the already mentioned 5 sch. per 100 kg. of beet.. 

Finally it must be recognised that the price rise due to the tax re- 
presents also a rise in the earnings of all concerned such that the profitableness 
of beet growing is satisfactory, while the consumer has to assume certain burdens. 

9. — Wine. 

Austrian wine prices show a considerable decrease as compared with both 
1923 and 1929. The wholesale trade margin (the difference between the pro- 


Cheapest Kinds of Wine. 


Years 

I 

Produc- 

ers’ 

price 

Sch. 
per hi. 

II 

Wholesale 

price 

Sch. 
per hi. 

III 

Spread 

between 

producers’ 

and 

wholesale 
prices 
Sch. 
per hi. 

IV 

III as 
percent- 
age of 
producers* 
price 

% 

V 

Retail 

price 

Sch. 
per hi. 

VI 

Spread 
between 
wholesale 
and retail 
prices 

Sch. 
per hi. 

VII 

VI as 
percent- 
age of 
wholesale 
price 

% 

VIII 

Spread 
between 
retail and 
producers’ 
price 

Sch. 
per hi. 

IX 

VIII as 
percent- 
age of 
producers’ 
price 

% 

1923 


60 

90 

30 

50 

160 

70 

78 

100 

167 

1924 


70 

120 

50 

71 

180 

60 

50 

IIO 

157 

1925 


90 

140 

50 

56 

200 

60 

43 

no 

122 

1926 


80 

130 

50 

63 

200 

70 

54 

120 

150 

1927 


85 

150 

65 

76 

200 

50 

33 

115 

135 

1928 


75 

145 

70 

93 

180 

35 

24 

105 

140 

1929 


80 

150 

70 

88 

180 

30 

20 

100 

125 

1930 


50 

II5 

65 

130 

160 

45 

39 

no 

220 

1931 


40 

80 

40 

100 

160 

80 

100 

120 

300 

1932 


40 

70 

30 

75 

160 

90 

129 

120 

300 

1933 


40 

90 

50 

125 

160 

70 

78 

120 

300 

1934 


50 

100 

50 

100 

180 

80 

80 

130 

260 

1935 


40. 

90 

50 

125 

140 

50 

56 

100 

25a 

1936 


35 

80 

45 

129 

120 

40 

50 

85 

243 


Wines of Medium Quality. 


1923. . . . 

85 

120 

35 

41 

220 

100 

83 

135 

159 

1924. . . . 

115 

150 

35 

30 

950 

100 

67 

135 

117 

1925. . . . 

145 

180 

35 

24 

280 

100 

56 

135 

93 

1926 .... 

140 

175 

35 

25 

280 

105 

60 

140 

100 

1927. . . . 

•143 

185 

42 

29 

280 

95 

51 

137 

96 

1928 .... 

148 

193 

45 

30 

250 

57 

30 

102 

69 

1929 .... 

165 

215 

50 

43 

270 

55 

26 

105 

64 

1930. . . . 

125 

178 

53 

64 

220 

42 

24 

95 

76 

1931 .... 

120 

140 

20 

17 

230 

90 

64 

no 

92 

1932 .... 

no 

.135 

25 

23 

220 

85 

63 

no 

100 

1933. . • • 

100 

135 

35 

35 

240 

105 

78 

140 

140 

1934. . . • 

125 

150 

25 

20 

250 

100 

67 

125 

lOO 

1935. . . . 

95 

135 

40 

42 

210 

75 

56 

115 

12 1 

1936. . . . 

83 

no 

27 

33 

180 

70 

64 

97 

117 
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ducers’ price and the wholesale price and also the retail trade margin have been 
reduced for the cheaper qualities of wine in comparison with 1923 and with 
1929, while the retail trade margin has become larger for the medium qualities 
as compared with 1929. 

Appendix. 

RETAIIv PRICKS OF FOODSTUFFS 
IN THE PROVINCES ON i JANUARY 1935. 

(in groschen per kilogramme). 


Town 

Flour 

Bread 

Pigmeat 

Beef 

Milk 

Butter 

Potatoes 

Sugar 

Vienna 

70 

61 

300 

280 

47 

440 

18 

132 

Baden 

70 

60 

220 

230 

47 

440 

20 

133 

Krems 

69 

50 

275 

300 

42 

350 

12 

135 

Modling 

75 

66 

410 

340 

47 

500 

18 

120 

Neunkirchen .... 

72 


300 

280 

44 

540 

18 

134 

vSt. Polten 

69 

60 

260 

260 

40 

360 

14 

135 

Wr. Neustadt .... 

70 

56 

300 

340 

44 

400 

20 • 

^34 

Linz 

69 

64 

320 

270 

42 

460 

15 

139 

Steyr 

76 

58 

270 

295 

37 

340 

16 

138 

Weis 

76 

63 

240 

230 

38 

300 

14 

138 

Salzburg 

78 

69 

360 

320 

40 

400 

20 

144 

Graz 

78 

64 

280 

260 

42 

400 

15 

139 

Bruck a/M 

68 

65 

260 

220 

36 

400 

16 

140 

Leoben 

70 

62 

340 

280 

38 

450 

18 

140 

Klagenfurt 

80 

67 

300 

280 

44 

480 

13 

147 

Villach 

82 

67 

240 

240 

44 

420 

20 

147 

Innsbruck 

90 

74 

260 

260 

42 

500 

15 

149 

Bregenz 

90 

65 

300 

340 

36 

460 

22 

152 

Dornbim 

88 

75 

300 

320 

36 

480 

18 

152 


Dr. Adolf Kozlik. 

Ostcrreichischcs Institut fiir Konjunkturfonchiing, 
Vienna, 


THE SOCIAL INCOME FOR THE YEAR 1932-33, AND THE 
CHANGES IN IT BETWEEN 1931-32 AND 1932-33, FOR PREDOM- 
INANTLY ARABLE FARMS IN CERTAIN EUROPEAN COUNTRIES: 
SOISSONNAIS (FRANCE), O VERIJSSEL (NETHERLANDS), GERMANY ^ 
SWEDEN, SWITZERLAND, AUSTRIA, HUNGARY, ROMANIA. 

Summary; The social income for 1932-33 in Soissonais (France), Overijssel (Netherlands), 
Germany, Sweden, Switzerland, Austria, Hungary, Romania, with tables showing the 
difference between figures for 1931-32 and those for 1932-33 for social income, gross 
return, and farm expenses for predominantly arable farms. — Summing-up. 

There appeared in the May issue of the Monthly Bulletin of Agricultural Eco- 
nomics and Sociology an article on the accountancy results in 1932-33, with parti- 
cular reference to the social income, of farms mainly devoted to animal husbandry 
in many different parts of Europe; in the present article we treat of the social 
income in 1932-33 of predominantly arable farms in certain European countries. 
We will begin by studying the farms in the Soissons district of France. 
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A. — In Soissonnais (France). 

The general characteristics of the farms remained the same; they all belonged 
to the same fairly homogeneous region of Soissonais, which lies between the Aisne 
and the Oise. Useful comparison can, therefore, be made between the figures 
for the 75 farms in 1932-33 and the 58 farms in the previous year. 

“ The intensive cultivation of wheat and of industrial crops is, says M. Jean 
Reynault (i), “ induced by the quality and quantity of the soil of this region, 
which is densely populated and near to the large urban and industrial centres. 
The relatively high cost of land and the large agricultural output needed to meet 
the demands of the population lead necessarily to intensive cultivation. The 
soil of the region is, moreover, not only suitable for cereal production but is one 
of the best for the production of beet; and, as it is well known by all farmers that 
the growing of a beet crop is an excellent preparation of the soil for a cereal crop, 
intensive cultivation of sugar-beet is naturally found in this district. The soil 
of the Soissons district is particularly suitable to this because, on top of coarse 
limestone, there is a layer 10 to 12 metres deep of silt of the kind that is found on 
plateaux, a silt free of stones and composed of fine sand and clay, which, as M. Hi- 
tier says, is an ideal soil for arable production. The three crops that are succes- 
sively grown on the same land are wheat, oats, and beet; in principle therefore, 
there is a three-course rotation. The farms in this district are heavily staffed, 
they have a large number of live stock — fattened bullocks, pigs, sheep but 
these are of secondary importance; and they produce poultry products. Intens- 
ive cultivation requires a large amount of capital, heavy expenses (as can be 
seen from the figures in the tables), and considerable equipment; such cultivation 
makes the farm like a large factory. 

The social income, which fell by 23 per cent, between 1929-30 and 1931-32, 
rose 16 per cent, between 193^-32 and 1932-33; gross returns rose and the outlay 
on fodder, fertiliser and seed fell considerably; and as wage costs also fell the in- 
come of the farmer for 1932-33 was double that for 1931*32. 

— In Overijssel (Netherlands). 

Here there are two very different groups of farms. The first group is com- 
posed of the cereal-growing farms of the marshy districts, which yield a high 
gross return; and the second consists of the arable-stock farms in the sand and 
peat districts, where movement is hampered, and these give only a low return. 
However, the fall in the gross return between 1931 and 1932 was less for the 
farms in the second group than for those of the first group. The reason for this 
is that the arable-stock farms have concentrated more on animal husbandry 
increasing considerably the production of cattle and pigs. 


(i) Jean Reynault. Etude sur un prix de revlent agricole: la betterave sucd^ en France, 
plus sp^cialement dans la region parisienne. Paris, 1936. 
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Gross Return: Quantities per Hectare. 



Cattle 

Milk 

Pigs 


(kg. of live weight) 

(kg.) 

(kg. of live weight) 


1931-32 

1932*33 

1931-32 

1932-33 

1931-32 

1932-33 

Arable-stock farms in the sand and 







peat districts 

4-7 

15 

1,686 

1,500 

I18 

I 70 

Farms in the marshy districts 


14 

208 

274 

22 

31 


The total gross return of cereal-growing farms situated in the marshy districts 
fell considerably by reason of the decline in the prices of cereals; on the average 
these prices fell by 10 per cent. 

The social income from the arable-stock farms of the sand and peat districts 
fell to a very low level in 1931-32 but rose 100 per cent, between 1931-32 andi932- 
I933>’ it is still, however, far below the social income from the arable farms of 
the marshy districts. The social income from these cereal-growing farms fell 
slightly between 1931-32 and 1932-33 i^^t is still near to its 1929-30 level. 
Here are figures for the social income, expressed in florins, from these two 
groups of farms. 

Social income Social income 
in 1929-30 in 1932-33 
florins florins 


Arable-Stock farms in the sand and peat districts .... 232.42 O7.99 

Arable farms in the marshy districts ii^ 3-57 172.08 


The part of the social income that goes to the farmer is much greater 
in the marshy districts than in the sand and peat districts; it rose in both regions 
between 1931-32 and 1932-33. 


C. — In Germany. 

The aim of the Government has been to close the German market to foreign 
cereals and to increase the quantities of home grown-cereals used for live stock 
feed. The proportion of home-grown flour to be used in bread-making has been 
fixed at 97 per cent. These and other measures have not prevented the prices 
of cereals from weakening to the same extent as the prices of animal products: 


Prices of Agricultural Products, 


Wheat . . 
Rye . . . 
Barley . . 
Oats . . . 
Potatoes . 
P'resh milk 
Butter . . 
Cheese . . 
Bullocks . 
Pigs . . . 


in Marks per Quintal. 


1931-32 

1932-33 

Percentage 

decrease 

2 3 -^>4 

20.03 

15 

19.02 

15-77 

17 

lb - 35 

16.77 


1507 

13-25 

12 

3-57 

2.67 

25 

15.06 

13.84 

8 

245-35 

212.92 

13 

180.10 

153 — 

15 

76,06 

64.42 

15 

87-75 

77.40 

12 
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Table I. 


- The Social Income, the Gross Return, and the Farm Expenses for the year 1932-33 for 

(Social income for 


GROUP 

Number 

of 

farms 

Average 

area 

in 

hectares 

Animal production 

Vegetable 

products 

5 

Other 

branches 

6 

Cattle 

Pigs 

3 

Other 

animals 

4 

Breeding 

for 

slaughter 
and other 
purposes 

I 

Milk 

and dairy 
products 

2 

Soissonais (Prance): 










Farms growing crops 










for industrial use . 

1931-32 

58 

290 — 

2 

2.08 

0.71 

2.34 

156.86 

7-50 


1932-33 

75 

290 — 

3-27 

2.73 

1.26 

3-95 

161.82 

2.15 

Overijssel (Netherlands): 










Sandy, peaty, dis- 










tricts 

1931-32 

54 

14.88 

0.78 

37-37 

17.98 

11-45 

6.31 

— 


1932-33 

71 

15.12 

3-85 

32.02 

22.20 

8.45 

4.66 

— 

Marshy districts . . 

1931-32 

10 

26.40 

— 

5-83 

4,28 

12.09 

153-40 

— 


1932-33 

11 

25-73 

4.67 

7.40 

5.08 

5-64 

116.51 

— 

Germany: 










Cereal producing farms: 









West and South: 










5 to 20 hectares . 

1931-32 

233 

14 -- 

14.71 

20.42 

19.22 

3-90 

3874 

40.84 


1932-33 

226 

14 — 

, 12.01 

18.32 

16.52 

3-90 

40.24 

39.04 

20 to 100 hecta- 










res 

1931-32 

.527 

43 — 

10.88 

24.47 

12.99 

2.72 

55-59 

29 — 


1932-33 

631 

44 — 

8.46 

22.05 

10.57 

2.42 

61.33 

28.70 

Over 100 hectares 

1931-32 

107 

191 — 

7.69 

22.12 

8.01 

3-52 

78.21 

20.19 


1932-33 

117 

174 — 

513 

20.19 

8-33 

3.21 

86.86 

23.08 

East: 










5 to 20 hectares . 

1931-32 

280 

30 — 

12.72 

15.64 

16 — 

2.91 

36- 

36.73 


1932-33 

657 

26 — 

7.64: 

11.27 

14.18 

2.18 

30.91 

•41.09 

20 to 100 hecta- 










res 

1931-32 

255 

105 — 

9.61 

20.52 

9-17 

1.31 

59.83 

29.69 


1932-33 

354 

100 — 

^>•55 

16.16 

10.04 

1.75 

61.57 

30.57 

Over 100 hectares 

1931-32 

287 

414 — 

6.84 

14.10 

8.12 

3.85 

67.52 

28.63 


1932-33 

383 

403 — 

513 

13-25. 

9.40 

3-42 

77-78 

28.20 

Sugar beet farms: 










West and South: 










5 to 20 hectares . 

1931-32 

64 

15 — 

6.62 

18.95 

9-36 

3.20 

66.21 

28.54 


1932-33 

64 

15 — 

6.62 

16.67 

7.99 

3.20 

71 — 

25.57 

20 to 100 hecta- 










res 

1931-32 

240 

51 — 

7.01 

21.50 

7.71 

1. 17 

81.77 

19.86 


1932-33 

231 

51 — 

5-84 

20.33 

8. 41 

1.87 

82.94 

20.56 

Over loo hectares. 

1931-32 

106 

187- 

3 96 

17.02 

3-96 

3-96 

100.23 

14.92 


1932-33 

99 

1 184 — 

3-03 

16.79 

5-36 

303 

97.90 

16.78 

East: 










5 to 50 hectares , 

1931-32 

23 

31 — 

10.95 

21.14 

13-43 

1.24 

51-99 

22.64 


1932-33 

22 

32 — 

8.71 

18.90 

12.19 

1-49 

49.25 

20.90 

50 to 200 hecta- 










res 

1931-32 

74 

137 — 

8.52 

20.33 

6.04 

0.83 

83.24 

19.78 


1932-33 

67 

125 — 

. 6.59! 

17.31 

6.87 

0.82 

83.24 

19.23 

Over 200 hectares 

1931-32 

86 

362 — 

785! 

15.41 

5-81 

2.32 

84.30 

I9.4S 


1932-33 

68 

332 — 

5.81 

14.24 

6.10 

2.62 

85.76 

i ■ 

19.48 


(i) 1929-30. 
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Farms situated in various European Countries and concerned mainly with Vegetable Production, 

1928-29 = 100) 


Total 

gross 

return 

7 


171-49 

175.18 


73.89 
71.18 
175-60 1 

139-30 


, 137.83 

i 130.03 

I 135-65 

; 133-53 

139.74 

[ 146.80 

120 — 
107.27 

I 130.13 

I 126.64 
129.06 
137-18 


132.88 

131.05 

139.02 

139.95 

144-05 

142.89 

121.39 

111.44 

138.74 

134.06 

135.17 

134.01 


Social income 


Working costs 




Social 

1 Income going to third persons 

Seeds, 

fodder, 

fertiliserj 

8 

Other 

expense 

9 

income 

(total) 

10 

Taxes 

II 

In teres 
on 

debts 

12 

Wages 

of 

hired 

labour 

13 

Total 

14 

52 . 5< 

41. 7^ 

771: 

3 - 4 ( 


54-7: 

7 58.26 

.39.6< 

41.8? 

93.6] 

3 - 5 ^ 

— 

50.91 

54-51 

44.O] 

15-41 

14-47 

2.01 

I.8(, 

19 3 1 

2 3 -2 5 

32.55 

9.37 

29.26 

2.1) 

J.6S 

i8.8i 

22.73 

60.3c 

19.31 

95-99 

2.4c 

20.81 

51-99 

75-20 

36.93 

8.31 

94. oO 

2.J0 

21.15 

42.32 

66.17 

22.82 

41.44 

75-57 

6.01 

11.71 

21.02 

38.74 

20.42 

37-24 

72.37 

6 — 

9.01 

19.22 

34-23 

24.77 

36.87 

74.01 

7-<?^.5 

13.60 

43-50 

(^ 4-95 

24.77 

34-44 

74-32 

7-5.5 

10.38 

40.18 

5 <'^- 3 i 

24.04 

39.42 

76. 28 

S.oi 

20.83 

59.62 

88.46 

27.88 

36.22 

82.70 

7.69 

16.03 

54-49 

78.21 

14.91 

34-54 

70.55 

5 - 4 ^ 

16.36 

32 — 

53 -S 2 

i'-i-73 

28 — 

66.54 

4 - 3 ^ 

15.64 

23.27 

43-27 

21.83 

3581 

72.49 

6.99 

2358 

52.84 

83.41 

22.27 

34-93 

69.44 

6.1 1 

20.09 

47.60 

73-80 

24.36 

34.62 

70.08 

8.12 

22.65 

61.96 

92.73 

27.78 

33-76 

75-64 

6.84 

21.36 

58.12 

86.32 

20.78 

32.19 

79-91 

7-99 

11.88 

22.83 

42.70 

22.15 

32.42 

76.48 

7.76 

11.87 

20.32 

39-95 

25-47 

32.94 

80.61 

8.88 

1332 

44^3 

66.83 

27.80 

31.78 

80.37 

8.41 

12.38 

40.89 

61.68 

24.48 

35.43 

84.14 

9.09 

18.88 

52.21 

80.18 

27-51 

31 — 

84.3S 

8.63 

15-15 

48.25 

72.03 

20.15 

31.34 

69.90 

5-72 

14-93 

31-59 

52.24 

19.90 

32.09 

59.45 

5-7-2 

9-95 

29.60 

45-27 

24-73 

3407 

79.94 

7-69 

16.76 

53-57 

78.02 

26.92 

32.42 

74-72 

6.32 

16.21 

47-52 

70.05 

23-55 

34-30 

77-32 

7-S5 

21.51 

57-S5 

87.21 

.5-1 

32.56 

76.45 

6.98 

15-99 

52.90 

75-87 



Social 

Operator’s income 

income 

1928-29 

Remun- 
eration ol 
family 
lal)our 

P Family 
capital 
return 

Total 

in na- 
tional 

currency 


16 

17 

18 

11.71 

II. 7 t 

> 7-^5 

> 27-34 

: 18.91 

: 39 -ic 

(I) 

^ (1701.06) 

38.77^ 

392c 

21.55 

31-22 

f -- 47 51 
, __ 22.67 
: — 0.76 
~ 3-33 

— 8.7S 
6-53 
20.79 
27.89 

’ M232.42) 

M183.57) 

53-15 

48.05 

— 18.32 

— 9.91 

34-83 

38.14 

(333 — ) 

18.13 

17.22 

5-45 

6.09 

- 9-07 

— 1. 21 

— 17.63 

— 1.60 

9.06 
16.01 
- 12.18 

4-49 

(331 — ) 

(312 •— ) 

3^-27 

35-(>4 

— 14-54 

— 12.37 

16.73 

23.27 

(275 -—) 

10.48 

10.92 

3-42 

342 

— 21.40 
— • 15.28: 

— 26.07 
14. TO 

TO. 92 

— 4 3 ^ 

— 22.65 

— 70 . 68 ' 

(229—) 

(234 — ) 

29-45 

^ 7-^5 

7.76 

8.68 

37-21 

36.53 

(438 — ) 

10.28 

10.51 

3-73 

3-73 

3-50 

8.18 

0.23 

8.62 

13-78 

18.69 

3-96 

12.35 

(42S -) 

(429 — ) 

18.16 - 
21.89 - 

— 0.50 

- 7.71 

17.66 

14.18 

(402 —-) 

3-85- 

4.67 

1 - 74 - 

2.03- 

1 

~ - 1-951 

— ii.6f,- 

- r. 45 \ 

1.92 
4.67 
- 9.89 

0.58 

(364 --) 

(344 — ) 
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Sweden: 

Centre: 

Farms under 50 
hectares .... 


Farms over 50 hect. 


South: 

Farms under 50 
hectares .... 


1931- 32 

1932- 33 

1931- 32 

1932- 33 


Farms over 50 hect. 


1931- 32 

1932- 33 

1931- 32 

1932- 33 


Switzerland: 

Farms with im- 
proved 3 year 
rotation .... 


Austria: 

Arable-stock farms 
with alpine pasture 


1931- 32 

1932- 33 


Arable-stock farms 
without alpine 
pasture .... 


1931-32 

1931-32 


1931- 32 

1932- 33 


Hungary: 

Small Transdanub- 


1932-33 


ian farms: 

Farms in all parts 
of the country, 
small 1931-32 

1932-33 

Farms in all parts 
of the country, 
medium .... 

Farms in all parts of 
the country, large 

Romania; 

Farms in all parts 
of the country . 

Arable farms in 
Muntenia and 
Altenia .... 

Arable farms in 
Moldavia . . . 

Arable farms in 
Bucarest . . . 


1932-33 


1931-32 


1932-33 

1932-33 

1932-33 


Number 

of 

farms 


Animal production 

Vegetable 

products 

3 

Other 

branches 

6 I 

Average 

Cattle 

Pigs 

3 

Other 

animals 

4 

in 

hectares 

Breeding 

for 

slaughter 
and other 
purposes 

1 

Milk 

and dairy 
products 

2 

215 

12.66 

15-32 

5835 

17.14 

18.77 

! 

22.01 

13.48 

206 

13.19 

13.22 

50.12 

20.06 

17 09 

27-39 

12.96! 

89 

187.64 

^8.34 

66.31 

6.06 

11.56 

31-25 

1309 

78 

190.42 

13-04 

55-92 

7-53 

10.58 

50.87 

11.68 

23 

27.56 

6.44 

36.31 

15.06 

17.87 

69.89 

5.461 

35 

29.48 

5.20 

38.91 

18.61 

6.45 

91.42 

4.80! 

42 

205.45 

1 1.92 

5306 

IT. 41 

4-77 

62.19 

6.16 

45 

200.82 

9-79 

4.). So 

13-70 

4-53 

80.61 

5-57 

103 

13.64 

32. .52 

43-95 

11.96 

5-78 

40-45 

18.41! 

92 

12.86 

21.23 

41.66 

9-41 

5-65 

3736 

20.02 

20 

20.97 

10.54 

47-65 

23-37 

4-51 

20. T9 

22.10I 

22 

21.54 

ib.53 

4234 

23-’5 

6.88 

22.75 

16.53; 

340 

26.84 

10.99 

26.13 

27-36 

4.80 

25-54 

22.23 

277 

27-47 

13-53 

25.08 

31-54 

5-86 

26.09 

13.81 

163 

18.481 

7-11 

23-92 

26.46 

4-65 

36.45 

16.35 

145 

18.95 

1 1 .61 

24.24 

29.13 

5.61 

4964 

12.92 

60 

14. 2T 

6.56 

9.11 

13-63 

9.68 

1 41.04 

9.76 

24 

20.55 

5-19 

7-89 

22.84 

7.67 

50.24 

10.56 

75 

304-95 

3-27 

8.09 

1 8.29 

2.5; 

; 49.7c 

. io.o 7 i 

, 50 

2003.43 

4-47 

9-37 

10.33 

, 2.0c 

> 53-88 

t 10.14 

55 

8.92 

: 6.52 

13-25 

; 11.32 

12.97 

^ 84.9c 

jO 

; 68 

i 7.6'} 

^ 3 - 9 C 

) 4.82 

: 10.35 

» 15 - 9 ^ 

t 88.0^ 

> 39.10 

i 17 

’ II. 2 C 

) 4-31 

3 - 7 * 

; 4 - 9 ^ 

^ 8.2c 

) 38.7J 

9.64 

; i« 

> 6.65 

16.83 

1 5-37 

r II. 8] 

: 21.2: 

t 178.2: 

32.15 


(1) 1929-30, peasant farms. — (2) 1930-31- 
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Total 



Social 




1 







. 

gross 



Social 

j Income going to third persons 

Operator’s income 

1928-29 

return 

Seeds, 

fodder, 

fertilisers 

Other 

expenses 

income 

(total) 

Taxes ' 

Interest 

on 

debts 

Wages 

of 

hired 

Total 

Remun- 
eration of 
family 

Family 
capi tai 
return 

Total 

in na- 
tional 

currency 






labour 


laboi^ 



7 

8 

9 

10 

11 

X2 

J 3 

14 

15 

16 

17 

81 

145.07 

35.43 

31-51 

78.13 



22.49 

22.49 

56 . 5 <‘? 

— 0.94 

33.64 

(224.27) 

140.84 

30.10 

30.25 

80.49 

— 

— 

17.32 

17-32 

33.97 

7.20 

63.17 


146.61 

33-75 

46.11 

66.75 

— 

— 

73 39 

73 39 

2.82 

— 9-46 

— 6.64 

(197—) 

149.62 

27.02 

42.95 

79-65 

— 

— 

68.32 

68.32 

2.74 

8.39 

11.13 

— 

151.03 

43-29 

29.88 

77.86 

— 



43.22 

43.22 

14.61 

20.03 

34.64 

(354 —) 

165.39 

44.17 

30.21 

91.01 

• — 

— 

41-34 

41-34 

13.17 

3^-30 

49.67 


149.51 

44-29 

3507 

70- 15 


— 

60.36 

60.36 

3 - 7 ^ 

3.83 

9.39 

(262 -— ) 

159 — 

3502 

34.10 

89.88 

— 

— 

39.66 

39.66 

3.16 

27.06 

30.22 








— ^ 



— .- 



153.07 

19.62 

4.5-83 

87.62 

403 

30.80 

34-^3 

32 

79 

32.79 

(744.12) 

135.33 

18.14 

50.40 

66.79 

390 

4314 

47.04 

29 

75 

19.73 


128.36 

22.91 

31.11 

74-34 

346 

3S6 

19.12 

28.44 

4(>-33 

— 0.67 

43.90 

(388.53) 

128.18 

19.26 

32.62 

76.30 

4-^9 

6.61 

23 51 

36.81 

37-^4 

i ..'?5 

39.49 


117.05 

T4-38 

33-67 

69 — 

4.69 

5-05 

32.31 

42.03 

31.47 

— 4.30 

26.97 

(273.28) 

115.91 

14.81 

29.58 

7^-52 

5.26 

4-^5 

29.67 

39-78 

28.33 

3.21 

31-74 


114.94 

16.59 

3T.57 

66.78 

5-50 

5-59 

23.60 

34-^9 

38.17 

— 6.08 

32.09 

(473—) 

133.15 

19.20 

31-63 

82.32 

6.41 

542 

26.90 

38.73 

34-32 

9-27 

43-39 


89.78 

5-92 

33-05 

50.81 

8.62 

6.61 

13 - 3 ^ 

28. 81 

44.87 

— 22.87 


(I) 

(254-14) 

104.39 

12.27 

35-35 

56.77 

10.73 

4.67 

22.11 

37-31 

30.38 

— 11.12 

19.26 

— 

81.97 

7.87 

31-34 

42.76 

709 

5-50 

33-^3 

46.44 

2.71 

— 6.39 

— 3-68 

— 

90.28 

10.73 

27.92 

5^-63 

7 — 

371 

39-04 

49-73 

0.42 

1.46 

1.88 

— 

151.66 

6.55 

41-35 

103.76 

• 740 

548 

9-93 

22.81 

31.09 

49-86 

80.93 

(2) 

(2531.60) 

162.27 

1.42 

32.31 

128.54 

5-57 

1.74 

12.32 

19.63 

24-37 

84-34 

108.91 

— 

69.64 

0.87 

15.41 

53-36 

233 

1.22 

1.98 

3-33 

16.87 

30.96 

47-^3 

— 

265.64 

4.26 

39.62 

221.76 

ig.i6 

26.47 

24.29 

69.92 

30.89 

120.93 

151.S4 

— 
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The fall of prices has had results varying according to the district and to 
the size and type of farm. Consider firstly cereal-growing farms. The gross 
return was a little lower in 1932-33 than in 1931-32 except in the case of farms 
of more than 100 hectares situated in the West and farms of more than 200 
hectares in the East; the reason for the exceptions is that in these cases the out- 
put of pigs, and above all of vegetable products increased considerably. 


Gross Return: Quantities per Hectare. 



Cattle 
(kg. live 
weight) 

Milk 

(kg.) 

Pigs 

(kg. live weight) 

Cereals 

(quintals) 

Potatoes 

(quintals) 








0 ^ 






0 


1931- 

1932- 

1931- 

1932- 

1931- 

1932- 


I 93 X* 

1932- 


1931* 

1932- 

increase (+ 
j decrease (- 


1932 

1933 

1932 

1933 

1932 

1933 

a'O 

1932 

1933 

H t 

1932 

1933 

Cereal-growing 
farms : 

West and South; 










. 




5 to 20 ha. . . 

64 

62 

459 

441 

72 

7 T 

— I 

5.00 

6.40 

-f 28 

3 - 3 ^ 

3-75 

+ 12 

20 to 100 ha. . . 

47 

43 

546 

527 

4'9 

45 

— 8 

6.91 

9.45 

+ 37 

3.08 

3-75 

+ 22 

Over 100 ha. . . 
Bast: 

32 

25 

4<>5 

455 

28 

34 

H- 21 

8.00 

12.50 

+ 56 

392 

4.50 

+ 16 

5 to 20 ha, . . 

46 

33 

290 

224 

50 

50 

— 

4.10 

4.08 

— I 

1.40 

1. 50 

+ 7 

20 to 100 ha. . . 

20 

23 

317 

267 

24 

30 

4- 25 

5-61 

6.77 

+ 21 

336 

4.12 

4.. 23 

Over 200 ha. . . 

21 

19 

223 

224 

21 

28 

+ 33 

6.31 

8-54 

H- 35 

3-35 

5-24 

■+" 5 ^ 


The prices of agricultural requisites fell less than the prices of agricultural 
products, so that working expenses were almost as high as they were in 1931- 
1932. The cause of the rise between 1931-32 and 1932-33 in the social income 
from Western farms of over 100 hectares and from Eastern farms of. over 200 
hectares is to be found in the considerable increase in gross return. 

The charges for interest on debts and the cost of labour fell considerably 
between 1931-32 and 1932-33, and as a consequence the return on the farmer's 
capital invested in the farm rose; this rise incidentally gave the farmer a higher 
income. 

Eet us now consider sugar-beet farms. 

The gross return fell between 1931-32 and 1932-33. In the case of farms 
of 20 to 100 hectares situated in the West the gross return was just maintained 
at the 1931-32 level. This was due primarily to the profit which this group 
of farms drew from sugar-beet production, for the output of cereals and potatoes, 
and the production of pigs, was greater in the case of farms of 100 hectares, 
whose gross return in marks fell. 

For the same reason the gross return in marks on farms in the East with an 
area of more than 200 hectares fell less than the gross return from farms in the 
same region with an area of from 5 to 50 and from 50 to 200 hectares. In 
all three groups of Eastern farms the changes in the working costs were insigni- 
ficant, so that changes in the social income depend on changes in the gross return. 
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(t^oss Retuyn: Quantities per Hectare. 



Cattle 
(kg. live 
weight) 

Milk 

(kg.) 

Pigs 

(kg. live weight) 

Cereal .s 
(quintals) 

Potatoes 

(quintals) 


1931- 

.93a- 

1931- 

1 

1 1932- 

1931- 

i u 

! =T 

193a- 1 

iii 

1931- j 1932- : ^ ^ 

1931- 

1932- 



103^ 

1933 

t932 

' 1933 

1932 

1933 ' i § 
1.1- 

increase 

decreas 

1932 

1933 

« t 

a; y 
h 0 
g'C 

Sugar-beet farms; I 
West and .South; i 
5 to 20 lia. . 

3« 

4.3 

5 do 

5 -’7 

4d 

1 

! 

45 i - 

7.271 10.55! -r 45 

O. 90 : 

^'■74 

!-■- 4 

20 to u)o ha. . 

3d 

3d; 

d20 

d29 

37| 

46j-|- 241 

O.dd; 12 . 08 ! f 31 

5 ■ do ! 

S.d2i 

0 

over 100 ha. . i 
East ; 

22 

20' 

4d2 

5^0 

Id! 

i 

30 , 'i 5^1 

10.941 1.5 30 4 40 

4-751 

0-37 4 34 

5 to 50 ha. . 


54 ' 

573 

54<»: 

dJ 

d3!-b 3 I 

d.231 7.01 13 

2.cSo 

2.02 

- 6 

50 to 200 ha. . 

4 E 

37 | 

4dd 

455 

25I 

32,; -f- 2Si 

8.27, 10.30 -4 24; 

5 04! 

7.12 

i 4 T 

- 17 

over 200 ha. . 

3 bj 

311 

1 

35 7 1 

354; 

-:3| 

27 -I- 17: 

^• 47 i 10.551-1. 241 

5 -^ 7 : 

4 .<S 7 


In fact the social income from Eastern farms of over 200 hectares was, like the 


gross return, almost as high in 1932-33 as it was in the previous year. 

W orking costs rose considerably for W^e.stern farms of 3 to 20 hectares, 
and rose slightly for W'estern farms of 20 to 100 hectares; on the other hand, 
working costs were very slightly reduced for farms of over 200 hectares in the 
same region. Ihe indirect consequence was that the social income fell consid- 
erabl\ in the case of farms of from 5 to 20 hectares, and fell very vslightly in 
the case of farms of from 20 to 100 hectares, the gross return from wdiich was, as 
we have already said, about the same in 1932-33 as in 1931-32; the social income 
from farms of more than 100 hectares remained firm during this period. 

The return on farmer’s capital and the operator’s income rose in the case of 
sugar-beet growing farms in Vjotli Eastern and W^estern Germanv for reasons set 
forth in the analysis of cereal-growing farms; exception must be made for farms 
of 5 to 50 hectares in Eastern Germany whose gross return fell to a greater 
extent than did the farm expenses plus the costs of interest on debts.. 


Z). — In Sweden. 

The prices of agricultural products fell betw^een 1931-32 and IQ32-33, wdth 
the exception of the prices of pigs, sugar-beet, and peas, which rose. 

In Central and Southern Sweden the yields per hectare were very heavy 
in 1932-33. 

In the South the size of the gross return depends in the first place on veget- 
able production, as the figures in Table I show. Animal production in the 
South was also higher than in other regions, but this is of secondary importance 
(the farther North a farm is the more preponderant is its animal production). 
The results for the various regions cannot be more closely compared because 
the size groups are not uniformly represented in the various regions of production. 
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Yields, in Quintals per Hectare. 



Wheat and rye 

Other cereals 

Sugar-beet 


1931*32 

1932-33 

1931-32 

1932-33 

1931-33 

1932-33 

Centre: Farms of less than 50 ha. . . 

» Farms of more than 50 ha. . . 
South: Farms of less than 50 ha. , . . 

» Farms of more than 50 ha. . . 

15.6 

155 

25 4 

22.6 

23.2 

2 3 -9 
28.8 

30.5 

18.7 
18 
26.2 

26.7 

21 

21 

28.8 

29.8 

284 

260.3 

405.8 

389.1 


and the size of the gross return varies greatly according to the size of the farm. 
The size of the farm also affects the composition of the gross return. The greater 
the size of the farm the greater is the output of vegetable products relatively to 
the output of animal products, and particularly to pig production. 


Gross Return: Quantities per Hectare. 



Cattle 

Milk 

Pigs 

Cereals 


(kg. live weight) 

(kg) 

(kg. live weight) 

(quintals) 


1931-32 

1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

Centre: Farms of less than 50 ha. 

82 

72 

648 

597 

73 

78 

1.78 

5-55 

» Farms of more than 50 ha. 

81 

69 

626 

551 

22 

22 

3-45 

6.37 

South: Farms of less than 50 ha. 

52 

50 

620 

689 

97 

JO I 

9 - 3 ^> 

10.80 

» Farms of more than 50 ha. 

69 

69 

694 

587 

63 

55 

8.02 

10.28 


Pig production was greater in 1932-33 than in 1931-32 on farms of less than 
50 hectares in both the Centre and the South, but smaller on farms of more 
than 50 hectares. Southern farms of less than 50 hectares also produced more 
milk in the year 1932-33 and sold larger quantities of cereals and potatoes. The 
physical output of sugar-beet was greater on these farms than on those of an 
average area of more than 50 hectares. These smaller farms had in I 932’'33 ^ 
gross return in crowns which was much greater than the gross return on farms 
of over 50 hectares in the same region; but the social income was greater on 
the larger farms, since farm expenses fell on these large farms, whereas on farms 
of less than 50 hectares they rose. In Central Sweden also, farms of more than 
50 hectares yielded a greater social income than the smaller farms, whose gross 
return fell between 1931-32 and 1932-33. 

E. — In Switzerland. 

On farms which have retained the system called “ the improved three-course 
rotation there seems to have been a fall of animal production except in the case 
of pig production and dairy farming, which yielded a greater output than in 
1931-32. 


THE SOCIAL INCOME FOR THE YEAR I932-33 


209 E 


CatUe 

Milk 

Pigs 

Cereals (1) 

Potatoes 

{kg. live weight) 

(kg.) 

(kg, live weight) 

(quintals) 

(quintals) 

1931-32 

1932-33 

1931-32 

1932-33 

1931-32 

1932-33 

1 

1931-32 

1932-33 

j 1931-32 

1 1932-33 

137 

102 

1,422 

1.442 

51 

55 

2 

2.15 1 



4.64 

1 

3 50 


(i) Expressed in wheat equivalents. 


The gross return on dairy farming and pig fattening was, however, reduced 
by the fall in the price of milk and of pigs. (They fell from 23.60 to 21.50 and 
from 174 to 127, respectively). 

The gross return on cattle-breeding was reduced as a result of the fall in the 
price of slaughter cattle as well as of the fall in output; the gross return on veget- 
able production was also low by reason of the fall in prices. The total gross 
return in 1932-33 is therefore lower than it was in 1931-32; the social income 
also fell because the costs of paying off debts increased. The operator's income 
is also lower in 1932-33 than it was in 1931-32 since this income depends on the 
return on the operator's own capital, which was lowered by the fall in the gross 
return and the increase in farm expenses. 

F, — In Austria. 

Vegetable production and the fattening of pigs yielded in 1932-33 a gross 
return higher than that of 1931-32 by reason of the rise in the price of cereals 
(10 per cent.), of beef (4 per cent.), and of pork (5 per cent.). The rise in the price 
of pigmeat was sufficient to compensate for the considerable decrease in the out- 
put of pigmeat. 


Gross Return: Quantities per Hectare. 


! 

Cattle 1 

Milk 

! Pig^ 

1 Cereals 

1 (kg. live weight) 

; (kg.) 

i (kg. live weight) 

((luintals) 


1931-32 

1933-31 j 

' 1931-32 

! , 

1932-33 

1 

1931-33 

t 

1932-33 

i 

j 1931-32 

1932-33 

1 

Arable-stock farms with alpine ' 




1 

i 





pastiiraj^e 

17 

26 

545 

! 400 

! 61 

39 

: 0.70 

0.79 

Arable-stock farms without alpine 





i 



j 

pasturage 

1 17 

1 20 

287 

284 

i by 

51 

1 1.60 

1 43 

Arable farms 

t 

1 22 

333 

1 347 

S4 

59 

i 2.94 

3.00 


The cereal-growing farms alone succeeded in increasing in 1932-33 their gross 
teturn from dairy products; this increase was due to the fact that high physical 
returns increased the output of milk and dairy products by 4 per cent, which 
offset the effect of a fall in the price of milk. The total gross return on these 
farms increased between 1931-32 and 1932-33, while the gross return on arable- 
stock farms having alpine pasturage remained the same as in 1931-32, and the 
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gross return on arable-stock farms not having alpine pasturage fell considerably 
by reason of the fall in value of the dairy and other products. 

The working costs fell sufficiently to cause an increase in the social income 
from farms in each group. From being negative, the return on the farmer's 
capital became positive; there was an increase in operator's income in all cases 
except that of the arable-stock farms having alpine pasturage in which case the 
cost of interest on debts and of hired labour were much higher in 1932-33 than 
they were in 1931-32. 

G. — In Hungary. 

The composition of the gross return differs little between the siiiall, medium- 
sized and large farms. The medium-sized farms were the least remunerative 
in I932“33 reason of the lower return to arable farming and to pig-feeding. 
In this group of farms the operator made a loss since the total return was not 
large enough to cover the costs represented by taxes, interest on debts, and wages. 
The farmer who owned a large farm retained after paying all his expenses a sum 
which represented a slight return on his activities; the small farmer, on the otlier 
hand, received a third of the social income. 

H. — In Romania. 

The striking thing about the accountancy results of tho.se Romanian farms 
which kept accounts is the lowness of the figures for purchases of fertilisers, feed- 
ing-stuffs, and seeds, for the interest on debts, and for wages of hired labour. 
In 1932-33 the operator’s income was almost the same as the social income. It 
will be seen that here peasant families operate their farms using almost exclus- 
ively resources drawn from the land itself. 

Summing-up. 

The following figures indicate the size of the social income in 1931-32 from 
farms concerned predominantly with vegetable production: 


In Austria 

it amounted 

to 67 74 

0 

of that 

of 1928 

In .Sweden 

« 

07.78 

U/ 

)) 

1928 

In (Tcrmany 


70-85 


)) 

1928 

In Switzerland 

» 

88 

O' 

„ 

1928 

In Soissonnais (France) 

In Netherlands (Overijssel): 

» 

77 



1929 

(1) in the peaty, sandy, districts 

» 

14 

O' 

/ 0 

» 

1929 

(2) in the marshy districts . . . 

» 

0.5 

0 / 

n) 

)) 

1929 

In Hungary (Transdanuhia)- .... 

» 

50 


« 

1929 


The social income rose between 1931-32 and 1932-33 in Soissonais (France), 
and in the Netherlands (Overijssel) for arable-stock farms situated in the sand 
and peat districts. In Germany it rose in the case of farms situated in the West 
and South, having an area of more than 20 hectares, and concerned with cereal- 
growing and also in the case of cereal farms situated in the East, having an area 
of more than 200 hectares. It also rose in Sweden, Austria, Hungary. The 
reason for this rise is to be found in the increase in gross return and the fall in 
working expenses. 
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The social income fell between 193^-32 and 1932-33 in the following cases: 
Germany, farms in the West and South having an area of 5 to 20 lia., cereal 
farms situated in the East having an area of 5 to 50 ha. and of 50 to 200 ha., 
and beet-sugar farms in every size group in the West and East; Netherlands (Over- 
ijssel), farms in the marshy district; and Switzerland. This fall was due to a 
decline of the gross return. It is also to be noted that during this period there 
was a rise in the working costs of farms in Switzerland, and of those German 
sugar-beet growing farms which are situated in the West and have an area of 
5* to 20 ha. and of 20 to 100 ha. 

In a future article we shall deal with farms situated in the following central 
European countries: Poland, Estonia, Eatvia, Lithuania, Czechoslovakia. 

Jo.s. Deslarzes. 
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INTERNATIONAL ORGANISATION OF THE TEA MARKET 

Summary; World tea production and trade up to the year 1929. — Agreement of 1(^30 
concerning the restriction of tea production, and its effects. — Agreement of 1933 concern- 
ing the restriction of the exports and the production of tea. — Legislation of British 
India concerning the regulation of the export and the production of tea. - Measures 
adopted by the International Tea Committee and the effect of the Agreement of 1933 
during the first three years of its apphcation. 


World tea production and trade up to the year 1929. 

The world production of tea is nearly 2,000,000,000 lbs. per annum (i). 
The area under tea cultivation is approximately 4,000,000 acres. More than 
4,000,000 workers are employed in the growing, harvesting, and handling of 
the product. Although precise figures are not available as to the proportion 
of the world production to be attributed to China, it must be little short of 
half. During the period 1928 to 1932 China accounted on the average for 
48.9 per cent, of the world production, India for 22.3, per cent., Ceylon 
13.4 per cent., Netherlands Indies 9.2 per cent., Japan 4.7 per cent., Formosa 
1.2 per cent., other countries 0.3 per cent. Nearly one half of the total quan- 
tity grown is consumed in the producing countries, especially in China; the 
remainder is placed on the world market. 

The international trade in tea had been during 1900, the year taken as start- 
ing point for this review of the subject, 605,801,000 lb.; during the four years 
which followed the 3^early average was 624,842,000 lb. In the course of the 
years 1905-1908 a progressive increase was noted which continued during the 
subsequent period: the annual average from 1909 to 1913 was 769,328,000 lb. 
During the war the average was somewhat higher, reaching 857,972,000 lb. 
during the period 1914-1918. In the years following the war a setback was 
to be observed in world trade, due largely to the disorganisation of the markets, 
the lowered purchasing power, and the accumulation of stocks. The average 
during the period 1920-1924 was 723,249,000 lb. After 1924 a new tendency 
to increase appeared which reached its maximum in 1929. 

The following is an account of the situation in that year (1929) in respect 
of exports on the one hand, and of the absorption of supplies on the other. 


(i) The data contained in this article are mainly drawn from the following sources: Reports of 
the International Tea Committee; tlxmis. All about Tea. New York 1935; Houiller, L’Orgaiiisation 
Internationale d’Agriculture. Paris 1935; Irternational Year-book of Agricultural Statistics, Intenia- 
tional Institute of Agriculture, Rome; Tea and Coffee, Trade Journal, New York; The Economist, Com- 
mercial History of 1936. 13 February 1937. 
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The exports were 967,000,000 lb.; in this figure are included 382,900,000 lb. 
from India, 251,600,000 lb. from Ceylon, and 159,700,000 lb. from the Nether- 
lands Indies. China comes next with 126,400,000 lb., then Japan with 23,700,000 
lb., P'ormosa with 18,300,000, French Indo-China with 2,200,000 and 
Africa (taking the extra-African exports) with 2,200,000 lb. The world 
absorption of tea during 1929 was 912,700,000 lb. distributed as follows among the 
countries of most importance in this respect: Great Britain 425,000,000, lb. Nether- 
lands 23,900,000 lb., Russia 63,000,000 lb., Irish Free vState 23,600,000 lb., Ger- 
many 12,700,000 lb.; United States of America, 88,200,000 lb., Canada 38,000,000 
lb., Iran 16,200,000 lb., Malaysia 10,200,000 lb., French Morocco 16,400,000 lb., 
Egypt 12,800,000 lb.. South Africa 11,400,000 lb., Australia 48,900,000 lb.. 
New Zealand 12,000,000 lb. By the phrase absorption is here understood the 
deliveries from bonded warehouses in Great Britain and Northern Ireland and 
the net imports in the other countries. In the above figure concerning the 
world absorption of tea are included 26,100,000 lb. imported by the producing 
countries. 

During the years 1928-1929 large stocks of tea had been accumulated 
in the Uondon market. At the end of 1929 the total of the stocks in the 
warehouses of the lyondon Tea Brokers’ Association, which handles 90 per cent, 
of the imports into the United Kingdom, was 260,427,000 lb., whereas at 
the end of 1927 the total had been 213,025,000 lb. and at the end of 1928 
220,523,000 lb. As the increase in consumption was not sufficient to absorb the 
growing stocks, the price decline which had appeared in 1928 became strongly 
accentuated in 1929. 

Agreement of 1930 concerning the restriction of tea production, and its 

effects. 

In 1920-21 the planters in India took steps on their own account to re- 
duce production in consequence of the difficulties in marketing due especially 
to the results of the war. In 1929 in view of still more serious difficulties, 
the Briti.sh and Netherlands planters resolved, on the invitation of the Indian 
Tea Association, to restrict production by joint agreement. 

The agreement signed at the beginning of 1930 between the planters of 
India, Ceylon, and the Netherlands Indies made provision for a voluntary 
decrease in production which was fixed at 57,600,000 lb. for 1930, thus distrib- 
uted: 36,500,000 lb. decrease for India, 11,500,000 lb. for Ceylon, and 9,500,0001b. 
for the Netherlands Indies. 

The result of this agreement, in conjunction with adverse climatic condi- 
tions, was a reduction in the output of tea by 48,000,000 lb. in India, and by 
8,000,000 lb. in Ceylon. In the Netherlands Indies the reduction was only 
between 1,000,000 to 2,000,000 lb. This lower figure in the Netherlands Indies 
was due to the increase in the production by native growers stimulated by the 
restriction carried out by the European growers, the genuine effort made by 
the latter being to a large extent neutralised by the increased native pro- 
duction. 
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The total registered gross exports which in 1929 amounted to 967,000,000 lb., 
as is stated above, fell in 1930 to 895,100,000 lb. The absorption of tea in the 
different importing countries decreased, however, from 912,700,000 lb. in 1929 
to 906,000,000 lb. in 1930. 

The stocks in bond in Great Britain rose from about 275,000,000 lb. in 1929 
to 290,000,000 lb. at the end of 1930. The decrea.se in the stocks of Indian 
and Ceylon teas was balanced by the increased imports coming from Java and 
vSumatra. Prices fell. “ Good Pekoe ” tea, which in 1929 had been (jiioted in 
lyondon at an average of is. id per lb., fell to an average of ii in 1929 
atid to 9 y^d. in 1930. 

The agreement was not renewed in 1931. In the course of that year the 
total figure for exports from the producing countries was 9io,70o,()0() lb., while 
the absorption l)y the importing countries remained unchanged at 906,700,000 lb. 
Stocks showed a slight decrease .standing at 270,000,000 lb. in the bonded ware- 
horrses of Great Britain. Prices however weakened very markedly. “ Good 
Pekoe ” declined on the London market to an average of 6 d. per lb. 

Efforts were made in the course of 1932 to reintroduce restrictions, but 
without result. It was only at the end of that year that negotiations under- 
taketi by the representatives of the Netherlands Indies growers with the Indian 
Tea Association and the Ceylon Association in lyondon led to the conclusion 
of an agreement based on a plan of restriction of exports rather than restric- 
tion of production as in 1930. 

Agreement of 1933 concerning the restriction of the exports and the pro- 
duction of tea. 

This agreement, which received the support of 90 per cent, of the growers 
of the countries concerned, was signed on 9 February 1933 by the Indian Tea 
Association (London), the vSouth Indian Association in London, the Ceylon 
Association in London, the Vereeniging voor de Thee-Cultur in Nedcrlandsch 
Indie (Amsterdam) and the Nederlandsch Indische Vereeniging voor de Thee- 
Cultuur (Batavia). The form of the agreement was as follows: 

[a) Ivxports of tea of all qualities from the producing countries (India 
including Burma and all the independent States), Ceylon, Sumatra, Java and 
other islands included in the Netherlands Indies, shall be regulated in order to 
restore equilibrium between supply and demand: 

{b) The Governments of the countries in question are to undertake to 
prohibit exports of tea in excess of quotas to be indicated later: 

(c) The standard upon which regulation is based shall be fixed on 
the maximum exports of tea from each producing country reached in any 
of the three years 1929, 1930 or 1931. The standard fixed for India was 
382,594,779 lb., for Ce5don 251,522,617 lb., and for the Netherlands Indies 
i 73 . 597 »ooo lb.: 

[d) For the first year of regulation (from i April 1933 to 31 March 
1934) the degree of regulation shall be 85 per cent, of the standard export. 
A Committee shall be set up representing the tea growers concerned which 
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Committee shall, on or before 31 December of each year, fix the quota for 
the following year taking into consideration stocks and prices. 

[e] The agreement shall be for a period of five years: 

(/) Existing tea areas are not to be extended during the period of the 
validity of the ^agreement except in certain cases in which the existence of a 
tea estate would otherwise be imperilled. No further area may be sold or leased 
for the cultivation of tea and no planting of tea may take place on land now 
carrying other products. In no case may such extensions and new plantings 
exceed one half per cent, of the existing total area of tea plantations of each 
territory. The respective Governments are to make binding regulations to 
the above effects. 

The entry into force of this agreement was made subject not only to the 
approval of the Government of each of the producing countries which were 
signatories of the agreement and to the passing and enforcing of such meas- 
ures as are necessary, but also to the constitution of a Committee or other 
organisation representative of the collective interests of tea growers and to the 
determination of the powers, duties, and functions of this body. 

At a meeting of the representatives of the tea associations held in Ivondon 
on 30 March 1933, recommendations w^ere unanimously adox)ted which form 
an important supplement to the agreement in question. 

In the first place it was decoded that the agreement should come into force 
on I April 1933. From that date all tea exports had to l)e subject to export 
licence, or if the necessary legislation should not at the time have been ])as- 
sed, the exports had to be considered as part of the (juotas which the producing 
countries were entitled to export. 

It was further agreed that as far as possible the ]> rod notion of the three 
signatory countries should be .so adjusted that it should not in any year exceed 
the local consumption plus the quantity which the country in (|uestion is 
entitled to export. 

The export quotas for the following year, the determination of which was, 
in accordance with the rules laid down in the agreement, entrusted to the Com- 
mittee (which took the name of the International Tea Committee), are to be 
fixed by a date not later than 30 November of each year. It was laid down 
that, in determining these quotas, account should be taken of the fact that the 
signatory parties did not aim through the agreement at an excessive rise in 
prices. Provision is also made for the event of want of unanimity in respect 
of the fixing of quotas: in these circumstances recourse is to be had to arbitra- 
tion according to the rules laid down in the meiiiorandum. 

Detailed rules have been established with reference to the export licen- 
ces which may be either ordinary or sj^ecial. An ordinary licence shall 
cover tea reaching any port in the producing country and intended for sale or 
shijiment; such licence holds good till the end of the year of regulation for which 
it has been issued and not afterwards, except in the case which will be sjiecified 
below. vSpecial licences shall cover tea shipments which are the subject of an 
ordinary licence but not exported by the end of the year of regulation for which 
such ordinary licence is available. Special permits cannot be issued later 
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that the 14th day after the end of the year of regulation and only in exchange 
for an ordinary licence; they remain good until the 30 June following the end 
of the year of regulation. In this connection it has been established that the 
quantities of tea exported by each country shall include both the quantities 
covered by ordinary licences and those covered by special licences. 

The Memorandum anticipates the case that the quantity of tea ex- 
ported during the year of regulation should be less than the quota allotted 
to the signatory country: the deficiency may not be added to nor affect the 
country's quota for the following year, provided always that the Com- 
mittee should be given power at the request of the country concerned to 
determine whether, and if so, the extent to which, force rnajeure (other than 
weather or climatic conditions) prevented the export of the allotted quota, and 
to determine, the amount that may consequently be added to the export 
quota of the country concerned for the following year. 

An important provision contained in the Memorandum is that referring 
to the prohibition of the export of tea seed. 

Rules are established in the Memorandum on the formation and the work- 
ing of the International Tea Committee. The office of this Committee is in Lon- 
don and the Committee consists of the representatives of the producing countries 
which are parties to the agreement; these members are appointed by their 
own countries. The members representing each country are to designate one 
of their number who will have the right to vote and another to replace him in 
case of absence. The number of votes to which each country is entitled was 
fixed as follows: India 38, Ceylon 25, Netherlands Indies 17. The Committee 
may pass resolutions with the provi.sion that they may be modified or repealed 
only by a unanimous vote on the Committee. A unanimous vote is necessary 
also in the event of another country desiring to be admitted to the tea export 
regulation scheme. In regard to the unanimity required for the fixing of 
quotas, reference may be made to the foregoing remarks on the subject. 

The following is a statement of the powers, duties, and functions of this 
Committee: [a) fixing, after the first year of the agreement, of the quota for 
the year; (ft) assembling of statistics and of information relating to areas 
under tea, production, exports, consumption, and stocks in the producing 
countries as well as in other countries; (c) the stud}^ of the increase or falling 
off of consumption and the reasons therefore; (d) the study of ways and 
means of developing the world consumption of tea; [e) recommendation of 
measures for the improvement, development, and control of production and 
consumption of tea; (/) the publication at regular intervals of accurate 
statistics regarding the world tea situation, the suggestion of steps to be 
taken for the adjustment of production to the exports and the demand, and 
for improving methods of sale and marketing; {g) consideration and discus- 
sion with producers in tea-growing countries not parties to the agreement, of 
measures of mutual interest with a view to the conclusion of an agreement; 
{h) the election of a Chairman, to be chosen from among the members of the 
Committee, as well as the appointment of a secretary, statisticians, accountants, 
and additional staff required to carry on the work of the Committee. 
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Immediately after the signing of the agreement the Tea Associations invited 
the Governments of the three countries concerned to take the necessary legis- 
lative measures to give full effect to the agreement. This was done with 
varying degrees of rapidity and completeness by the three countries. 

Legislation of British India concerning the regulation of the export and 

the production of tea. 

It may be of interest to give here some information about the legislative 
regulations adopted in India (i). The measures taken in that country are of 
special interest because they have not undergone modifications, as have the 
measures taken in the other signatory countries, during the first three years of 
regulation (except only in regard to the overland export of tea to Iran). 

It is unnecessary to dwell on the provisions relating to the formation, 
history, and dissolution of the Indian Tea Licensing Committee, the constitution 
of which was entrusted to the Governor General in Council. 

Governmental control, according to the Act of I 933 > does not apply to 
tea exported by parcel post nor to tea shipped as stores on board any vessel 
in such quantity as the Customs Collector judges reasonable having regard to 
the numbers of the crew and passengers and the length of the voyage to be 
made. Apart from special cases and exceptions all the tea sent by sea, and 
all tea send by sea or land into any of the French or Portuguese Settlements 
bounded by India, must be accompanied by a permit issued by the Indian Tea 
Licensing Committee. 

The Indian overseas Export Allotment for the fiscal year 1933-34, including 
tea exported overseas during that year before the entry into force of this 
Act was fixed at 320,570,560 lb. avoirdupois. On the other hand the overseas 
Export Allotment for India for the subsequent financial years shall be declared 
by the Governor General in Council by notification in the Gazette of India 
after consulting the Committee and paying due regard to all interests concerned. 

The export allocation to each tea estate during each financial year, i. e., 
the total quantity which the owner of the plantation may export overseas 
during that year shall be determined by the Committee in the manner prescribed. 
The total of all the allocations for a single fiscal year shall not exceed the 
Indian overseas Export Allotment for that year. 

The owner of a tea estate to which a quota has been allotted for any financial 
year shall have the right to obtain at any time during that year export licences 
to cover the export overseas of tea up to the amount of the unexhausted balance 
of the quota, i. e., up to the amount of the quota less the quantity for which 
export licences have already been issued against it: Provided that the unexhausted 
balance of any quota at any time during financial year 1933-34 after the 
entry into force of this Act shall be the amount of the quota less: (a) the 


(1) The Indian Tea Control Act 1933, No. XXIV. The Gazette of India, Part IV, 23 September 


1933. 
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quantity for which export licences have already been issued against the quota 
under of this Act, and (b) the quantity for which export licences were issued 
against the quota by the I^icensing Committee constituted under the Tea Li- 
censing Resolution, and (c) the quantity of the tea produced on the estate 
and exported overseas after 31 March 1933 and before 26 May 1933. 

The right of the owner of a tea plantation in virtue of these provisions 
may be transferred wholly or partially and on condition that the Committee 
is satisfied with the evidence of the transfer. The person to whom the right in 
question has been transferred has the right to obtain export licences up to 
the quantity covered by the transfer or up to the quantity of the unexhausted 
balance of the quota, whichever may be the less. 

Application should be made, before 21 March of the fiscal year to which 
the quota refers, for the export licences issued by the Committee and these 
licences hold good up to the end of the fiscal year. If however the tea covered 
by a licence has not been exported overseas before the end of the fiscal year 
for which the licence was issued, the person to whom the licence was granted 
may, before the expiration of the first fortnight of the succeeding financial year, 
forward the licence to the Committee together with an application for a special 
export licence covering the same quantity of tea. Such a licence holds good 
up to 30 June of the year in which it was issued. The quantity of tea 
covered by a special export licence must be included in the export quota of the 
year in which the original licence was issued. 

No consignment of tea may be shipped, or water-borne to be shipped for 
export overseas until the owner has delivered to the Customs Collector a valid 
export licence or a special licence covering the quantity to be shipped. The 
same holds good for consignments of tea shijDped, or waterborne to be shipped, 
for export to any of the French or Portuguese Settlements ^’bounded by India. 

The Committee may serve by post a notice on the owner of any tea 
estate requiring him to sui)ply, within a specified period, such returns relating 
to the out^mt, sale, and export, of the tea grown on the estate as the Com- 
mittee may deem necessary to the discharge of its duties. If this return be 
not supplied, the Committee may refuse to allot a quota to this estate or if 
this has already been done, it may cancel the unexhausted balance of the quota 
and refuse to issue further export licences. 

The Committee may charge and collect the following fees: (a) a licence 
fee for each export licence or special licence issued; this fee may be fixed 
by the Governor General in Council at a rate not exceeding the sum of eight 
annas per 1000 lb. of tea covered by the licence; (6) copying fees for the cer- 
tified copies of accounts of quotas at the rate of one rupee a copy. The Com- 
mittee is to apply these fees to meet the expenses incurred in pursuance of the 
purposes of this Act and also, with the previous sanction of the Governor General 
in Council, for the payment of a contribution to the maintenance of any 
international tea committee established in furtherance of these purposes in tea 
producing countries in general. 

The Governor General in Council ma^^ make rules : (a) prescribing the 
manner in which the export quotas of tea estates shall be determined; (b) reg- 
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ulating the grant of permits for the export of tea consigned to the French and 
Portuguese Settlements; (c) prescribing the form of export licences and of 
special expdrt licences; {d) generally, to carry out the purposes of the Act. 

No quota fixed and no order granting or refusing to grant any licence or 
permit issued shall be called in question in any Court. 

The Act also contains interesting provisions on the control of the extension 
of tea planting. 

No one may plant tea on land which was not planted with tea on 31 March 
1933, except with a written permission granted by the Tea licensing Com- 
mittee or in the name of the Committee. Any land, which had been planted 
with tea at any time during the period of two years before 31 March 1933, but 
which in accordance with tea-growing practice was lying fallow on that date, is 
considered as having been planted with tea on 31 March 1933. It was established 
that the total area of land in India in respect of which these permissions 
might be granted was not to exceed 4,000 acres, from which there might be 
deducted the increase in the area planted with tea which might have occurred 
during the period between 31 March 1933 and the entry into force of the Act. 

The determination of the total area of lands in a single province for which 
these permissions might be granted was to be made by the Governor General 
in Council and, subject to the limit already cited for India as a whole, should 
be as near as possible one half of one per cent, of the total area in the province 
under tea cultivation on 31 March 1933. 

The time within which applications might be made for permission to 
plant tea for the first time on any land was fixed at one month from the 
entry into force of the Act. 

Measures adopted by the International Tea Committee and the effect of 

the Agreement of 1933 during the first three years of application (i). 

At the end of March 1934, e., at the end of the first year during which the 

agreement of 1933 was in force, the three regulating countries had exported 

650.300.000 lb. thus distributed: India, 317,100,000 lb. (by sea), Ceylon lb., 
197,000,000, the Netherlands Indies 136,100,000 lb. ; these countries were 
entitled to export during this year of regulation 682,000,000 lb. thus dis- 
tributed: India, 320,600,000 (by sea), Ceylon 213,800,000, Netherlands Indies 

147.600.000 lb. Indian overland exports were not subject to the export li- 
cence system except for exports made over the land frontiers of India and 
directed to the French and Portuguese possessions, such exports being classed 
with exports by sea. However, while during the year 1933 export quota 
overland had been fixed at 4,600,000 lb., the actual overland exports 
exceeded this limit by 2,700,000 lb. 

In the course of the previous year (i April 1932 to 31 March 1933) these 
countries had exported 825,200,000 thus distributed India 379,800,000 lb. (by 
sea), Ceylon 258,800,000 Ib^ and Netherlands Indies 186,600,000 lb. 


(i) See tables I and II. 
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The other exporting countries not bound by the agreement of 1933, which 
during the period i April 1932 to 31 March 1933 had exported in all 140,000,000 
lb. of tea, exported in the course of the year i April 1933 to 31 March 1934 
nearly 9,000,000 more than this; the increase came mainly from Japan and 
Formosa. 

The world absorption of tea, which in the year 1932-33 had been 849,300,000 
lb., increased during the year 1933-34 to 866,400,000 lb. 

The stocks in bonded warehouses in Great Britain, which on 31 March 

1933 mounted to 295,800,000 lb., had fallen by 31 December 1933 to 288,200,00a 
lb. and on 31 March 1934 stood at 273,200,000 lb. 

In consequence of the improvement in the stuation the Committee unanim- 
ously agreed to fix the quota for the financial year 1933-35 at 87 % per 
cent, of the standard export instead of the 85 per cent, which had been fixed 
for the first year of regulation. The Governments of the countries concerned 
were in agreement with this decision. 

The exportation of the regulating countries amounted in the second year 
of regulation to 688,800,000 lb. thus distributed: India, 323,400,000 lb. (by sea), 
Ce3don 220,000,000 lb., Netherlands Indies 145,200,000 lb.; these countries 
were entitled to export 702,000,000 lb. thus distributed: India 330,000,000 lb. 
(by sea), Ceylon 220,100,000 lb., Netherlands Indies 151,900,000. The overland 
export of tea from India during the year 1934-35 exceeded by 11,877,472 lb* 
the authorised quota which had been fixed for that season at 4,771,282 lb. In 
consequence the International Tea Committee through the medium of the Tea 
Licensing Committee urged on the Government of India the suggestion, already 
made in 1934, that a system of control also of exports overland should be 
introduced. The stress laid on this matter subsequently had effect. 

The exportation from non-regulating countries during 1934-35 was 164,700,000 
lb.: the very large increase was due to the exports from China and Formosa. 

There was a considerable decrease in world absorption from 866,400,000 lb. 
at the end of March 1934 to 844,300,000 lb at the end of March 1935. 

Stocks in the bonded warehouses of Great Britain attained by 31 December 

1934 the figure of 302,000,000 lb., falling again by 31 March 1935 to 288,700,000 lb. 

In consequence of these results the Committee decided to recommend 

the Governments of the regulating countries to fix for 1935-36 an export quota 
of 82 ^ per cent, of the standard export. Actually, whereas in November 1933 
the Committee had been of the opinion that the exportable quantity for the 
second year of regulation might be increased without disadvantage, at its 
meeting of October 1934 the Committee was obliged to conclude that its 
previous decision had been somewhat too optimistic, a conclusion borne out 
by the volume of stocks found to be existing at the end of 1934. None the 
less the Committee justified this decision on the ground that, judging from 
the attitude of the trade at the time, to have continued the quota at 85 per 
cent., fixed for the first year of regulation, into the second year would 
have been to invite reactions much more serious than those produced by 
the increase to 87 ^ per cent., actually recommended. The trade had in 
fac^ seemed to be convinced that 87 34 cent, would not provide a supply 
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of tea sufficient for consumption requirements; and it would appear that the 
increase in 1934-35 in imports from China and Formosa was attributable to 
this convinction. 

As already stated, the Committee had been charged by the Memorandum 
of Recommendations, inter alia, to endeavour to find ways and means for 
increasing the world consumption of tea. The Committee had recognised 
that the regulation of exports would not in itself be sufficient to solve the 
difficulties relating to the trade in tea; it was essential to take steps to 
increase the sale of tea on the world market. From approximate calculations it 
is anticipated that in 1938 the potential supplies from the areas now under 
cultivation will be some 315,000,000 lb. more than the 1934 absorption. In 
consequence, the Committee recommended the formation of a joint Com- 
mission of enquiry, consisting of representatives of the three countries concerned, 
which was to proceed to the United States with the object of studying in the 
fir^ place the prospects of increasing by propaganda consumption of tea in 
that country. This was done. While this enquiry was in progress, the Com- 
mittee on 10 October 1934 unanimously adopted a memorandum which was 
afterwards approved by the Producers’ Associations of the three countries 
concerned. 

As a beginning the Committee recognised that the propaganda at present 
carried out by the Indian Tea Cess Committee, the Ceylon Tea Propaganda Board 
and the Amsterdam Tea Association, in India, the United Kingdom, the United 
States, Canada, South Africa, and Europe was not adequate to meet either the 
urgent need for opening new markets for large quantities of tea or the necessity 
for checking a decline in consumption in the existing markets. In conse- 
quence it was considered imperative that the existing propaganda should be 
expanded; that it should be devoted exclusively to the purpose of extending 
the consumption of the teas grown in the regulating countries; that efforts 
should be made only on markets where the greatest increase in the consump- 
tion of tea, is likely to be obtained; and, finally, that propaganda efforts 
should be as closely co-ordinated as possible in order to ensure the best util- 
isation of the resources available and to ensure that all the experience and 
information gained by each of the organisations concerned in the propa- 
ganda be placed at the disposal of the others with a view to increasing the 
economy and efficiency of the work as a whole. 

The results of the third year of regulation (1935-36) have been favourable. 

The exports of the regulating countries were 682,400,000 lb. in all, thus 
distributed: India 320,000,000 lb., Ceylon 215,900,000 lb., Netherlands Indies 

146.500.000 lb.; these countries were entitled to export 707,500,000 lb. thus 
distributed: India 322,100,000 lb., Ceylon 224,100,000 lb., Netherlands Indies 

161.300.000 lb. The figures referring to India this time cover also the over- 
land exports to Iran, whereas for the previous years the overland export 
were given separately. 

The Act passed in India to give effect to the regulations contained in the 
International Agreement of 1933 had been confined, as we have said, to the 
overseas exports, although in the International Tea Agreement the standard 
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export relating to India consisted of two parts: exports by sea and exports 
overland. The Government of India however at the time of the passing of 
the Indian Tea Control Act judged that it was unnecessary to control exports 
over the land frontiers and that these exports should be treated as Indian 
domestic consumption. In consequence the licensing system had not been 
applied in the case of these exports. 

In view, however, of the very large quantities of tea exported to Iran in 
excess of normal exports, the Government of India decided that, beginning from 
I September 1935, the total licences issued in India for 1935-36 and following 
years should cover all tea exported from India by sea, and those to Iran by 
land. The quota assigned to India was modified, by deducting 60 per cent, 
of the excess volume from the export licences issued during the years 1936-37 
and 1937-38 in equal annual amounts. 


Table I. — Exports of tea. 

(Quantities in million lbs.) 



Years ending 31st March 


1933 

1934 

1935 

1936 

REGUI^ATING COUNTRIES. 





India (by sea) 

India (by land to Iran) 

Netherlands East Indies 

379-8 

1-3 

258.8 

186.6 

3T71 

5-5 

197.0 

136.2 

323-4 

14-5 

220.2 

145-2 

(a) 314.2 

5-8 

215-9 

146.5 

Total Regulating Countries 

826.5 

655.8 

703-3 

682.4 

Non-Regueating Countries. 





Japan 

Formosa {h) 

French Indo-China 

Other Africa 

91-4 

27.8 

14.9 
1-5 
30 

1. 1 

•3 

91.5 
32.9 

16.6 
1.6 

3 7 
2.0 

•4 

102. T 
28.9 
22.2 
2.8 

5-4 

2.9 

•4 

91.0 

37-3 

20.4 

2-5 

6.7 

6.0 

•5 

Total Non-Regulating Countries ... 

140.0 

148,7 

164.7 

164.4 

Grand Total . . . 

966.5 

804.5 

868.0 

846.8 


(а) Subject to adjustment when final figures are available. 

(б) Excludes the shipments of tea from Formosa for consumption in Japan which are looked 
upon as domestic trade. 
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Table II. — Absorption of tea. 

(Quantities in million lbs.). 


Years ending 31st March 



1933 

1934 

1935 

1936 

I. — Europe. 





United Kingdom (a) 

427.2 

432.4 

436.3 

451.0 

Netherlands 

27.1 

21. Q 

23-7 

24.1 

U. S. S. R 

31.8 

51.8 

48.0 

50.8 

Irish Free State 

22.6 

24.8 

22.1 

22.3 

Germany 

10. 0 

10.4 

10.4 

10.3 

Poland and Danzig 

3-8 

3-9 

3-6 

3.6 

Channel Islands and Gibraltar {b) 

2.6 

2.9 

^-5 

♦ 2.5 

France 

3-3 

4-3 

1-9 

2.8 

Czechoslovakia 

1-5 

.8 

1.0 

1.2 

Switzerland 

2.3 

1-5 

1-5 

1.9 

Denmark 

1.4 

1.4 

1.2 

1-3 

Austria 

i.o 

•7 

.8 

.8 

Romania 

I.T 

1.0 

1. 1 

* 1. 1 

Yugoslavia 

•5 

•4 

.4 

* -4 

Sweden 

.8 

.9 

.9 

i.i 

Belgium and Luxembourg 

.6 

•5 

-5 

.6 

Italy 

•3 

•3 

•3 

.3 

Norway 

•4 

•4 

•4 

•4 

Portugal 

.6 

•5 

•4 

•4 

Greece 

•5 

•4 

•3 

5 

Hungary 

•5 

.4 

•5 

•5 

Malta 

•5 

.3 

•4 

* -4 

Spain 

•3 

•3 

.3 

•3 

Finland 

.2 

.2 

.3 

.2 

Estonia 

• I 

.1 

.1 

.1 

Latvia 

.1 

.1 


.1 

Lithuania 

.1 

.1 

.1 

.1 

Bulgaria 

.1 

.0 

.1 

.1 

Other Countries 

♦ -5 

♦ .5 

* .5 

* .5 

Total . . . 

541-8 

563.2 

559.7 

579.7 

II. — North and Central America. 

United States (c) 

91-5 

92.7 

78.0 

82.2 

Canada 

38.0 

35.8 

30.0 

36.7 

Newfoundland 

1-5 

1.0 

1*5 

* 1-5 

Alaska ' 

.1 

.1 

.1 

♦ .1 

Mexico 

.1 

.1 

* .1 

* .1 

Other Countries 

* 1. 1 

1. 1 

* 1.2 

* 1.2 

Total . . . 

132.3 

130-8 

110.9 

121.8 


{♦) Estimated. 

(a) Quantities entered for home consumption. 

{b) Exports from the U. K. and producing countries, 
(c) Excluding Alaska and Hawaii. 
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Table II. — Absorption of tea (continued)* 

(Quantities in million lbs.). 



Years ending 31 st March 


1933 

1934 

1935 

1936 

III. — South America. 





Chile 

3-5 

1.6 

3-5 

4.2 

Argentina 

4.T 

4.2 

3-9 

4.0 

Peru 

I.O 

1. 1 

i.i 

*1.2 

Brazil 

•3 

•3 

.4 

* -4 

Bolivia 

•3 

.3 

* 3 

* -3 

Uruguay 

.3 

•4 

•3 

♦ A 

Trinidad and Tobago 

.2 

,2 

.2 

♦ .2 

Other Countries 

•4 


4 

♦ 5 

Total . . . 

10. 1 

8-5 

TO. I 

1 1.2 

IV. — Asia. 





Iran 

10. 0 

12.0 

18.0 

11-5 


3.« 

31 

4.9 

4.0 

Iraq 

4.1 

4-5 

4.9 

5 5 

Siam 

1.6 

1.6 

19 

* 2.0 

Turkey 

1-7 

2.4 

1.2 

* 1-5 

Hong Kong 

♦ 2.0 

* 2.0 

* 2.0 

* 2.0 

Arabia (a) 

1.8 

•7 

1-3 

15 

PhiUppine Islands 

•7 : 

.6 

•5 

* -5 

vSyria and Lebanon 

•3 

■3 

•4 

* -4 

Sarawak 

.1 

.2 

.2 

* .2 

Palestine 

•3 

•4 

.6 

* -7 

Aden 

.2 

.1 

* .2 

* .2 

}^>ritish North Borneo 

.1 

.1 

♦ .1 

* .1 

Portuguese India 

.1 

.1 

* .1 

* I 

Manchukuo 

1-3 

3-9 

4.2 

4.'8 

Other Countries 

♦ 1. 1 

* I.O 

* .9 

* .9 

Total . . . 

29.2 

1 

330 

41.4 

35-9 


(*) Estimated. 

{a) Exports from A^en and producing countries. 
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Table II. — Absorption of tea (continued). 

(Quantities in million lbs.). (*) 


Years ending sist March 



1933 

1934 

1935 

1936 

V. — Africa. 





Morocco, French 

175 

18.6 

16.5 

t6.2 

Morocco, Spanish 

1. 1 

I.O 

1. 1 

♦ 1. 1 

Morocco, Tangier Zone 

•3 

•3 

.2 

• -.3 

Bgypt 

13-8 

12.7 

13. 1 

13-5 

Union of South Africa (a) 

11-9 

1 1. 6 

II . 6 

14.2 

Anglo-Bgyptian Sudan 

4.1 

3-2 

4-7 

52 

Tunis 

2.7 

2.1 

2.8 

3-3 

Algeria 

31 

4-5 

2-5 

2.5 

Tripolitania 

2.6 

2.9 

* 2.9 

* 2.9 

Cyrenaica 

T.O 

.9 

* T.O 

* I.O 

Southern Rhodesia 

•5 

•5 

•4 

* -4 

Senegal 

•3 

.6 

* .4 

* -4 

French Somali Coast 

.1 

.0 

* .1 

* .1 

Mauritius 

•5 

•3 

•3 

-4 

Tanganyika (a) . 

.3 

•3 

•3 

♦ .2 

Somaliland, Italian 

.6 

•3 

* 3 

* -3 

Zanzibar 

•4 

.2 

•3 

* .3 

Eritrea 

.2 

.1 

* .2 


South-West Africa 

.2 

.2 

_ 2 

.2 

Nigeria 

.1 

.1 

.1 

* .2 

Somaliland, British 

.2 

.2 

♦ .2 

* .2 

Other Countries 

* .9 

* .8 

♦ .8 

* .9 

Total . . . 

62.4 

61.4 

60.0 

64.0 

VI. — Oceania. 





Australia 

47-7 

46.9 

44.0 

44.7 

New Zealand 

10.6 

12.0 

93 

10.6 

Hawaii 

•3 

•3 

* -3 

* -3 

Fiji Islands 

,2 

.2 

.2 

* .2 

New Caledonia 

.1 

.1 

* .1 

♦ .1 

Otlier Countries 

* .1 

* .2 

* .2 

* .2 

Total ... 

59.0 

59.7 

541 

56.1 


(*) Estimated. 

{a) Net imports of foreign tea. 
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Table II. — Absorption of tea (continued). 

(Quantities in million lbs.). 




Ye.'irs ending 31st Mardi 


1933 

1934 

1935 

1 

^ 1936 

VII. — Imports into Producing Countries. 




1 

i 

[excluding Africa). 




1 

1 

i 

India (by sea) [a) 

5-8 

4.7 

31 

.0 

i s. 1 

Ceylon 

.0 

.0 

1 0 

Netherlands East Indies 

3.7 

2.1 

1.9 

.6 


China 

2.6 

.7 

.6 

J apan (ft) 

.8 

.8 

.8 

, I 

.8 

Formosa 

.0 

.0 

1 

French Indo-China 

1.6 

1-5 

1.6 

17 

Total . . . 

14-5 

9.8 

8.1 

9.4 


(*) Estimated. 

{a) Net imports by sea of foreign tea. 
(ft) Excluding imports from Formosa. 


On the other hand, the exports overland to Afghanistan, Thibet, Nepal, 
Sikkim and Bhutan, which showed no noteworthy changes during the previous 
years and which are regarded as forming part of the Indian domestic consumption, 
continue to be exempt from the requirements of the s^^'stem of export licences. 

As regards exports of non-regulating countries, the total did not vaiy 
significantly in the course of the fiscal year 1935-36, as 164,400,000 lb., were 
registered as compared with 164,700,000 lb. exported during the year 1934-35. 
Kxports from China and Formosa were smaller while those from Japan and 
Kenya were larger. 

The world absorption of tea has shown a remarkable advance; it has 
passed from 844,300,000 lb. during the year 1934-35 to 878,100,000 during 
the year 1935-36. 

Bonded stocks in Great Britain were registered on 31 March 1936 as 
249,300,000 lb. as compared with 288,700,000 lb. on 31 March 1935. These 
figures are subject to revision. 

The results of this third year of regulation provide evidence that the 
Committee were right in fixing the quota at 82 14 per cent, of standard. 

There has been an encouraging increase in consumption in spite of the 
increase of 2 d. per lb. recently made in the duty on tea entering the United 
Kingdom. 

^ In the course of a Conference held in the month of July 1935 by the represen- 
tatives of the three Governments concerned, the Committee was invited to 
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express its view on the effects of restrictive regulation of export of tea, and 
on the experience gained in the course of the first years of the operation of 
the agreement. The Committee expressed the opinion that the operation of 
the agreement would be facilitated if the Governments of India and of the 
Netherlands Indies, not so far represented on the Committee, would appoint 
members to represent them. These suggestions wer^ favourably received, and 
delegates were appointed by the two Governments. 

As regards the propaganda for the extension of consumption of tea, the 
Committee, on the basis of the decision adopted in the course of the previous 
year and relating to the co-ordination of the activity of the various organisations 
engaged in propaganda work, has decided to establish a body to undertake 
such co-ordination under the name of the International Tea Market Expansion 
Board. This body appears to be giving considerable effort to the achievement 
of this end. 

F. Arcoleo. 


THE SOCIAL INCOME, AND THE CHANGES IN IT, BETWEEN 
1931-1932 AND 1932-1933 IN ESTONIA, LATVIA, LITHUANIA, 
POLAND, AND CZECHOSLOVAKIA 

Summary: Government measures, size of crops, agricultural output, returns, farm expenses, 
social income, and the composition of the social income, in: Estonia, Ivutvia, Lithuania 
and Poland. The farmers’ position and the social income in Czechoslovakia. Summing up. 

In a previous article we dealt with the variations between 1931-32 and 1932- 
1933 in the social income from farms concerned predominantly with the growing 
of vegetable products in several European countries. We are now concerned 
with the changes between with 1931-32 and 1932-33 in the social income from 
predominantly arable farms in Estonia, Latvia, Lithuania, Poland, and Czecho 
Slovakia. 

A. — Estonia. 

The following measures were taken by the Government to assist the farm- 
ers. The rate of interest on loans to farmers by the Land Bank was reduced 
to 2.5 per cent. By a law of 23 May 1933 every farmer who fulfilled the necessary 
conditions was given the right to obtain special loans which were compulsorily 
converted into long term loans; the total of these loans could not exceed 6,000,000 
Estonian crowns. Measures were taken to make the domestic market for home 
produced agricultural products as large as possible; the duties on imported agri- 
cultural requisites were either removed or reduced. The system of import li- 
censes, introduced in 1931-32, completely checked the importation of cereals and 
considerably reduced the importation of other agricultural products. Exports 
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were strictly controlled and it was possible thus to maintain at a high level the 
quality of butter and eggs shipped to foreign countries. Measures were taken 
to create good conditions for the preservation of butter; arrangements were made 
with dairies to vary the price of milk according to its quality; and eggs were 
graded according to their size (see table on page 232). 

The prices of agricultural products continued to fall. Exports of butter 
and eggs fell in 1932; but at the beginning of 1933 exports of eggs increased as a 
result of the measures taken by the Government; bacon exports also increased. 
Briefly one can say that the position of Estonian farmers became worse in 1932- 
1933, and that the government measures did not fulfil the expectations to which 
they gave rise. Here are relative statistics. 

Prices of Agricultural Products, in Croivns. 

1931-32 1932-.il 

ill quintals 15.4 14.1 

19.S 19.4 

16.0 14,3 

" 0.8 (iS 

. , -••‘5 

111 loo KLi i .5 1 5 no. 7 

20. q 

■' so. 3 

The figures for output frcuii the .^oo farms which kept accfuints were as 
follows: 



Rye 

Wheat 

Spring 

Wheat 

Barley 

Oats 

Ihttatoes 

Hay 

Green- i 
fodder ! 

Milk 


(kg. per 
hectare) 

(kg. per 
hectare) 

(kg. Iter 
hectare) 

(kg. Iter 
hectare) 

(kg. per 
hectare) 

(kg. per 
hectare) 

(kg. per 
hect.'irc) 

(kg. p('r 
hectare) | 

i 

(kg. per 
farm) 

1031-32. . 

1 

' 1 , 2 J 0 1 

. 1 

1,3-pS 

: 

1.272 1 

1.276 1 

i.ityH j 

14- * 61 . 1 

3.^01 

i 3 >^ 5 '> ' 

14,252 


P 4«3 I 


t.jqo ! 

i 

1,042 

1.036 : 

i 

J 3,()66 1 

•^.655 

i ^.574 

1 2 ,627 


The harvest.s were poor, and the scarcity of fodder reduced the output of 
dairy products. The increase iu cattle and pigs was greater in 1932-.33 than in 
^ 93^~32 can be seen from the following figures: 


Gross Return: Quantities per Hectare. 

Farms in all 
countries 

Cattle (kg live weight) . 

Milk (kg) 

Pig-meat (kg live weight) 

Cereals (quintals) . . . 

Potatoes (quintals) . . . 


T 93 *- 3 ^ 

1 ~ 

193^-33 

lo — 

*931-3^ 

272 — 

*93^-33 

253 — 

1931-3-^ 

12 

* 93 - 2-33 

19 

193* - 3 -’ 

1 . 06 

*932-33 

1.15 

1931-32 

0.8:) 

*932-33 

0.99 


Rye 

Wlieiit . . . 
Par lev . . . 

Oats 

Potatoes . . . 
Putter exports 
Peef .... 
Pig-meat . . 
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Table I. — Soddl Income, Gross Return, and Farm 


Animal production 


Estonia: 

The whole country 


1931- 32 

1932- 33 


Eivonia 

1932-3 

Courland 

1932-3 

Zemgale 

1932-3 

Latgale 

103^-3 

Eanus of less than 20 hectares .... 1931-3 

1932-3 

Faniis of 20-50 hectares 1931-: 

1932-; 

Farms of more than 50 hectares . . . X 93 t-: 

I 932 -.- 


Lithuania: 

The whole country 


1 Cattle 

Breed- 


ing for 

Milk 

slaugh- 

and 

ter and 

dairy 

other 

pro- 

purpo- 

ducts 

ses 


z 

2 


1931- 32 

1932- 33 


300 37.48 

300 37.24 


43 37 - 8 o 

46 36.96 

23 43 •<19 

22 35.01 
29 40.27 

23 39-71 

16 21.05 

16 19.05 

25 15.16 

23 14-73 

51 30.31 

53 28.67 

35 62.76 

29 62.12 


100 21.05 

124 20.57 


Other 

animals duels 



8.46! 2S1J 


11-95 34 

9.82 3«t 

6.43 32 

7-65 3 <' 

10.23 4(. 

7.84 .17 

13-55 49 

14.67 62 

IT.2.i 41 
T.I.67I 58 
10.53! 34 
8.62 37 

8.94 41 

7.47 40, 


6.74 55-67 54-63 13-93 72 

8.24 42.— 58.97 21.451 79 


South 

1932-33 

East 

1932-33 

Centre 1931-32 

1932-33 

West 

1932-33 


140 11.99 3*i6 10,61 JO. 23 7.88 231 

84 18.59 4.11 20.40 12.22 8.84 32.2 

78 19.47 4-90 15-68 13.31 8,43 28] 


2 to 5 hectares 1931-32 

1932-33 

5 to 10 hectares 1931-32 

1932-33 

10 to 15 hectares 1931-32 

1932-33 

15 to 30 hectares 1931-32 

1932-33 

30 to 50 hectares 1931-32 

1932-33 
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Expenses, per Hectare as a Percentage of the Social Income for ig28-2g. 

j I Social income 



Working costs 

Total 



gross 



Seeds, 

Other 

return 

fodder, 

expen- 

ses 

fertili- 

sers 

7 

- 

9 


(total) 


274.83} 23.51: 66.07 
245.081 16.12 65.43 



2.94 14-53 
9.90 33-69 

6.22 26.22 


6.67 24.53 
3.91 17.71 


5.13 22.35 
3.08 20.24 


2^.28 106.13 9-97 34-71 61.45 2.04 

20.41 90.98 7.08 28.85 55.05 1.49 




1928-29 

Wages 

of 

hired 

labour 

13 

Total 

14 

Remun- 

eration 

of 

family 

labour 

15 J 

Family 

Capital 

return 

16 

Total 

17 

in na- 
tional 

currency 

18 

17-58 

22.47 

i 

48.31 

9.33 

38. 

98 

(79.28) 

13.86 

17-59 

40.73 

— 3-27 

37-46 


39.06 

49.20 

65-33 

- 33-74 

31 

59 

(65.18) 

30.90 

39.32 

57-90 

~ 2.21 

55 

69 


30-38 

-F 1.77 

45-38 

-25.90 

19 

48 

(89.91) 

23.28 

28.54 

41. 04 

6.72 

47 

76 


42.69 

50.29 

43.06 

— - 19.01 

24 

05 

(100.08) 

30.99 

36.27 

33-95 

7-59 

41 

54 


21.34 

31-62 

104.35 

— 36.31 

68.04 

(62.08) 

18.14 

24.57 

TO 1. 85 

— 13.82 

88 

03 


19.77 

28.76 

83.1 )2 

— 20.67 

62 

95 

(t 18.39) 

22.48 

27.98 

(>7.06 

5-78 

72 

84 


28.04 

34-73 

<.>2.82 

— 2 7.2() 

35 

56 

(89.92) 

21.31 

27-37 

52.21 

— 1.80 

50 

41 


49.39 

58.71 

37-54 

— 27-34 

TO 

20 

(69.09) 

34-72 

41-43 

34 — 

5-20 

39 

20 


77.60 

95-23 

100.04 

10.02 

90 

02 

(89.35) 

42.29 

58.23 

98. (>i 

6.69 

! 

105 

30 


10.56 

15-79 

33-06 

i 

! 

1.17 

34 

23 

(464.56) 

5-66 

IT. 2 3 

30.03 

— 0.02 

30 

01 


1 1 - 63 

15.86 

34.12 

— - 2.40 

31 

72 

(223.60) 

10.25 

I5-T7 

28.11 

4.08 

32 

19 


8.79 

15-47 

28.18 

- 1.22 

26 

96 

(420.38) 

6.40 

11-54 

24-44 

7-22 

31 

66 


15.96 

23.1 8, 

23.68 

4-73 

18 

95 

(397.70) 

14-75 

20.54 

20.64 

4-65 

25 

29 


5-57 

10.91 

42.42 

— 5. TO 

37 

.32 

(555-38) 

3-20 

7-85 

33.58 

0 — 

33 

■58 


6.45 

12.55 

36.82 

— 1.14 

35 

68 

(425-91) 

4-45 

10.31 

31-07 

4.11 

35 

.18 

(379.96) 

10.27 

19.57 

28.76 

— 1-73 

27 

03 

6.73 

11.20 

24.30 

4-85 

29 

-15 

(291.38) 

15-25 

23.31 

23-89 

— 0.42 

23 

-47 

11.93 

17-64 

19.87 

7.41 

27 

.28 


13-53 

18.09 

14-49 

— 1.81 

12 

.68 

(309-50) 

13.29 

19-33 

12.51 

1 .64 

! '4 

.15 
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Table I 


GROUP 

Number 

Average 

Animal production 

Vcgetu 

Cattle 

Pigs 

3 

Other 

animals 

4 

of 

farms 

area 

in 

hectares 

Breed- 
ing for 
slaugh- 
ter and 
other 
purpo- 
ses 

I 

Milk 

and 

dairy 

pro- 

ducts 

2 

ble pro 

ducts 

: 

5 

Czechoslovakia; 








Forage farms West 1931-32 

34 

16.34 

— - 

— 

— 



1932-33 

34 

14.74 


— 

— 


— 

East 1931-32 

8 

13. QI 


...... 

— 

....... 

— 

1932-33 

: 8 

11.95' 

! 

....... 

— 



Farms growing cereals and po- 


i i 






tatoes West 1931-32 

1 10 

‘ ^7— : 


— 

— 

1 


1932-33 

124 

! 16.05 

j 


— 

- 1 

— ■ 

East 1931-32 

25 

17.72I 



— 


— 

1932-33 

23 

1S.38 

1 





vSugar beet farms West 1931-32 

.57 

20.66 

li 

|1 

— 

..... 

-- 


1932-33 

60 

1 7.66 

Ij 

— 


— 

; 

Ea.st 1931-32 

14 

15-52 

P 

i 

j 

— 


1932-33 

lO 

16.53 


i 

i 

^ 



Calves and pigs consumed more milk in 1932-33 than in 1931-32; the former 
consumed 4.19 per cent, of the output against 3.45 in 1931-32, and the latter 1.40 
per cent, against 1.08 in 1931-32. Larger quantities of cereals and potatoes 
were sold in 1932-33. 

The gross return in crowns from the production of cereals and from pig fat- 
tening increased slightly, but this increase was not sufficient to offset the fall in 
the gross return from other branches of production. The total gross return fell 
more than did working costs and as a result the social income for 1932-33 is lower 
than that for 1931-32. The net return, the family capital return plus the interest 
on debts, increased however, since the cost of labour fell considerably. 

The table on page 236 gives figures for 1932-33 ^or the gross return, the social 
income, farm expenses, and net return, in crowns per hectare for farms in 
various parts of Estonia and in various size groups. 

With the exception of farms in the Saare district the gross return on animal 
husbandry (stock breeding and milk production) is almost the same in all regions. 
The size of the total gross return and of the social income depends primarily 
on the return on arable farming. The net return does not follow the same curve 
as that of the social income. Farms in the Jarwa district yielded a greater met 
return because they had lower costs of labour. 



As the size of the farms increases the gross return, farm expeuses, and social 
revenue, per hectare decline. The return on capital was largest in the case of 
farms of 30 to 50 hectares. 

In order to produce 100 crowns of social income, farms in the Walga, Wiljandi, 
Parnu, and Laane districts required a higher gross return than farms in other 
districts because the working costs per 100 crowns of social income w^ere higher; 
it was mainly in milk production that efforts were made to produce a higher gross 
return. The larger the farm the greater are the working costs per 100 crowns 
of social income. But on the other hand the larger the farm the greater is the 
gross return on milk and arable production and the greater the total gross return- 

B. — Latvia. 

On 15 June 1932 the law concerning the monopoly of imported wheat came 
into operation. The State alone has the right to import rye and wdieat. The 
Government is obliged to buy home-grown rye and wheat at pre-established 
prices; for rye this is 21.60 lats per quintal and for wheat, 27 lats per quintal. 
A monopoly has been created for spirits; the price of potatoes was in 1932 4.80 
lats per quintal. On 21 June 1932 Parliament voted a law which fixed the price 
of butter and pig-meat (see table on page 237). 


Social Income, Gross Return, and Farm Expenses, in Estonian Croums per Hectare and as a Percentage 

of the Social Income. 
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Prices of Agricultural Products in Lats. 


Regions 

Wheat 

(Quintals) 

Rye 

(Quintals) 

Barley 

(Quintals) 

Oats. 

(Quintals) 

Potatoes 

(Quintals) 

Slaughter 
stock 
(per head) 

Pig-meat 

(Quintals) 

Milk 

(Kg.) 

Livonia . . . 

1931-32 

27.27 

22.23 

15.30 

12.66 

5.33 

IT4 

116 

0.14 


1932-33 

25-^5 

00 

13.89 

9.84 

4.31 


58.86 

O.IO 

-Courland . . 

1931-32 

22.76 

19.49 

H -53 

11 .84 

5.04 ; 

1 13 

109.50 

0.13 


1932-33 

24.60 

20.94 

13.84 

9.77 

3'72 i 

51 

60.75 

, 0.10 

Zemgale . . 

1931-32 

21.88 

19-73 

15.21 

12.36 

5-23 

I 

1 It) 

0 . 1 4 


1932-33 

23.8!) 

20.88 

13.73 

9-84 

413 

59 

()0 . 1 6 

0 . 1 0 

T^atgale . . . 

1931-32 

22.74 

1 8. (>3 

13.88 

11.51 

4.62 

123 

109 

0 . 1 b 


1932-33 

2 }. 5 ^ 

20.24 

13.09 

8.99 

3-6 1 

55 

60.99 

i 

0.12 


Physical Returns from Annual Production , per Hectare. 



, Wheat 

Regions 1 

'(Quintals) 

Rye 

(Quintals) 

; 1 Hay from 

Barley i Oats Potatoes j grass- 

i lands 

(Quintals) |(Qumtals) :(Qunitals) , (Quintals) 

Milk 

(Kg. 

per cow) 

Livonia 1931-32 

1932-33 

Courland I 93 i “32 

1932-33 

Zemgale 1931-32 

1932-33 

Latgale , 1931-32 

1932-33 

10.47 

13.05 

10.51 

14.32 

1 1 .08 
15.28 
7-51 
10.54 

7-37 

13.48 

8.30 

M -37 

7-32 

13.16 

6.63 

10.60 

IT . 43 
10.22 

11.42 

1 1.20 

12.1 1 

12.50 

8.35 

9.02 

11.25 1 125.60 
9.74 123.87 

10.82 1 I 2<),26 

10.74 1 13349 
12.01 ; 120.31 

10.74 119.87 

8.41 ; (16.17 

8.91 « 17.81 

22.95 
20.75 
20.40 
19.46 
22.70 
23. 10 
20.35 

19-59 

1 

2 . 3«5 

2.438 

1.932 

2.120 

2.322 
2,125 
i 1.654 

I 1,822 


The physical output was higher in 1932-33 than in 1931-32 with the excep- 
tion of barley and oat production in the Ivivonia district. The output of milk 
per cow fell in the Zeingale district in spite of an output of hay greater than that 
of the previous year. In 1932-33 the farmers sold larger quantities of cereals, 
produced more milk and increased their cattle and pigs herds, as can be seen 
from the following figures: 


Livonia 

Courland 

Zemgale 

Latgale 


Gross Return' Quantities per Hectare. 



Cereals 

Potatoes 


(Quintals) 

(Quintals) j 

1931-32 

i 

0.68 

! j 

■ 0.64 

1932-33 

0.94 

i 0.51 

1931-32 

1.03 

; 1.18 

1932-33 

1.38 

1 1-51 

1931-32 

1. 6 1 

i 0.46 

1932-33 

1.74 

1 0.56 

1931-32 

0.90 

i 

1932-33 

1. 17 

! 0.94 

i 


Cattle j 

(Heads) j 

1 

Milk j 

(Kg.) i 

1 

Pig-uicat 

(Kg. 

live Weight) 

0.053 

258 

1 1 

0 . 1 1 0 

375 

23 

0.055 

171 

1 1 

0.093 

277 

! 28 

0.049 

295 

1 3 

0.108 

382 

24 

0.036 

14T 

10 

0.104 

1S3 

17 
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This increase of sales allowed the farmers of the lyivonia, the Courland, and 
the Tatgale districts to obtain in 1932-33 a gross return in lats greater than that 
in the previous year. The greatest increase of value occurred in the growing 
of vegetable products. The slight fall in the total gross return in the Zemgale 
district was the result mainly of a considerable fall in the gross return from dairy 
products. 

Working costs fell much more considerably than did the gross return; social 
income appreciably increased. Other expenses (labour and interest on debts) 
also fell heavily so that the return on family capital, and the farmer’s income, 
increased. 

On farms in the various size groups the same tendencies can be seen in spite 
of the slight fall in the total gross return on farms having an area of 20 to 50 
hectares and of more than 50 hectares, the social income, the family capital re- 
turn, and the farmer’s income, increased considerably as a result of the fall in 
farm expenses. 

C. — Lithuania. 


In 1932-33 the Government provided in the budget a sum of 14,400,000 litas 
to be used to maintain the price of pig-meat, a sum of 6,300,000 litas to keep 
up the price of butter, and a sum of 70,000 litas to keep up the price of wheat. 
The price of cereals was fairly easily maintained at its previous level but the 
prices of animal products fell considerably in spite of the measures taken by 
the Government. 


Prices of Agricultural Products: in Litas. 


Wheat (quiutals) .... 

Rye (quintals) 

Barley (quintals) .... 

Oats (quintals) 

Potatoes (quintals) . . . 
Beef (kg live weight) . . 

(kg) 

Pig-meat (kg. live weight) 


19.0- .S2 

19.0- .P^ 

1 9.0 - .32 

19.0- 33 

1931- 32 

1932- 33 

19.0- 32 

1932-33 

1931- 32 

1932- 33 

1931- 32 

1932- 33 

1931- 32 

1932- 33 

1931- 32 

1932- 33 


i3-7‘-> 

14 

12.60 

12.30 

1 1 .30 
10.40 
10.20 

9 — 
375 
3.20 
1.6.5 
0.85 
0.32 
0.25 
2.15 
1-45 


The fall in the prices of cattle and of animal products put the Lithuanian 
farmers, in 1932-33, in a bad position which was aggravated by the burden of 
agricultural indebtedness. Production and export of milk and dairy products 
did not increase as much as in previous years. In 1932-33 the exports of butter 
amounted to 9,930 metric tons and had a value of 42 million litas against 8,700 
tons with a value of 47 million litas, in 1931-32; cheese exports reached 790 tons 
having a value of 2 million litas against 1,136 tons with a value of 3.5 million 
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litas, in 1931-32; meat exports reached 34^9^^ tons against 29,660 tons in 1931-32; 
the number of exported eggs was 46 millions against 61 millions in 1931-32. How- 
ever, the growth of the population of the towns increased home cosnumption so 
that there was no fall in production except in the case of dairy products. 


Quantitative Gross Return. 

Cereals (quintals) 

Potatoes (quintals) 

Beef (kg. live weight) 

Milk (kg) 


Pig-meat (kg live weight) 


1031- .V2 

1032- 33 

1031- 32 

1032- 33 
1031-32 
T 032-33 

1031- 32 

1032 - 33 

T 03 1-32 
1032-33 



2 . o I 


2 . 3 ^ 

4 — 
9 — 

151 — 
117 — 
34-- 
v:, — 


As a result of the decrease in the output and of the decline in the prices of 
milk and its products, and as a result, further, of the fall in the return on produc- 
tion classed under “ other branches ’ the total gross return in litas was smallei 
in i9'12-33 than in 1931-32. This fall in gross return was reflected in the social 
income since working costs did not fall to the same extent. Family capital re- 
turn, however, increased appreciably; wages were reduced by almost 50 per cent. 
The farmer’s income, which also increased, was higher relatively to the social 
income than in 1928-29. 


Value, in Lais per Hectare and as a Percentage oj Social Income. 


— -r- 

— 

— 

Gross Return 



Size of farms 

Breeding 
Slock, 
Slaughter 
Stock, etc. 

Milk 1 

Pigs 

Vegetable- 

production * 

1 

other j 
branches | 

Total 

5 to ID hectares 

10 to 20 hectares 

20 t«» 30 hectares 

10 

4.09 

8 

5-44 

() 

313 

34 

2 3-33 
39 

2()-33 

29 

24.79 

76 

33 

54 

3<>-73 

42 

35-90 

8 ^ 

38.97 

<‘3 

44.22 

32 

4 -i -44 

89 

41-79 

38 

39.46 

17 

40.17 

312 

I 4().48 

224 

132.38 

1 70 

1.39.43 

Size of farms 


Working 

costs 

Social 

income 

Taxes 

Labour 

costs 

Net 

return 

5 to 10 hectares 

10 to 20 hectares 

20 to 50 hectares 

99 

46.48 

77 

32. 3 « 
59 

50.4.^ 

213 

100 

147 

100 

117 

100 

9 

4-23 

8 

3-44 

8 

6.84 

183 

8(1.85 

123 

83-93 

10 1 
86.32 

i 1 0 

8.92 

1 14 

! 9.33 

8 

(>.84 
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The preceding table shows the respective positions in 1932-33 of farms im 
various size groups. 

Obviously, this table confirms what has already been said; namely, that 
the gross return and the social income per area unit are the larger the smaller 
is the farm; in other words the more general is small scale farming the denser is 
the population that can be supported. The costs of labour per 100 lats of social 
income, and, less exactly, the working costs per 100 lats of social income are the 
same in 1932-33 in Lithuania on farms belonging to the three size groups. In 
order to produce a hundred lats of social income farms of 20 to 50 hectares had 
to obtain from arable farming a higher gross return than did farms of 5 to 10. 
hectares since they had a lower subsidiary income from dairy products. 


D, — Poland. 

The Government took measures to prevent a too severe fall in the price of 
agricultural products, to lower costs of agricultural production, and to facilitate 
the adjustment of agricultural production to the unfavourable conditions pro- 
duced by the crisis. It protected the home market and maintained a system 
of import duties and export bounties. Import duties on butter were increased 
from 12 zlotys 50 gross, to 200 zlotys per quintal. Trade in butter and dairy 
products was made the subject of State regulation on 12 December 1932. Varir 
ous measures were taken to facilitate the repayment of debts. Between 1931- 
1932 and 1932-33 exports of agricultural products fell in weight by ten per cent 
and in value by a fifth. This decline in export trade exercised a depressing in- 
fluence on the prices of agricultural products which the State was trying to maintain 

Prices of Certain Agricultural Products, in Zlotys, 

1031-32 1032-33 


Wheat (quintals, on the farm) 24.95 25.80 

Rye (quintals, on the farm) 22.94 16.36 

Barley (quintals, on the farm) 20.23 14.48 

Oats (quintals, on the farm) 20.87 13.60 

Potatoes (quintals, on the farm) 5.05 3.63 

Beef (kg live weight, Warsaw) 0.78 0.67 

Pig-meat (kg live weight, on the farm) 0.04 0.86 

Milk (quintals, on the farm) 0.21 0.17 


The only price that rose was that of wheat. The fall was particularly heavy 
in the cases of milk, rye, barley and oats. 

The output of cereals and potatoes was greater than in 1931-32 with the 
exception of the output of wheat. Rust appeared shortly before the harvest 
and it is necessary to go back ten years in order to find a wheat harvest as bad 
as that of 1932. Fodder crops did not yield a satisfactory return. 

Grass lands yielded 19.55 quintals of hay in 1931-32 and 18.31 quintals in 
1932 - 33 - 

Cattle and pig production was greater in 1932-33 than in 1931-32. Except 
in the West and on farms of 10 to 15 hectares and of 15 to 30 hectares more milk 
was produced in 1932-33 i “the sales of cereals and of potatoes together were greater 

than in 1932-33* 
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South 
East . 
Centre 
West 


Return on Arable Products: Quintals per Hectare 



Wheat 

Rye 

Barley 

Oats 

Potatoes 

I 931-32 

13.07 

12.02 

13-92 

13-50 

171.16 

1932-33 

8.25 

13-35 

14.98 

14. IT 

153-84 

1931-32 

10.04 

8.65 

10.94 

8.74 

1 127.21 

1932-33 

750 

9.33 

12.19 

10,05 

113-77 

1931-32 

13.66 

11.85 

14.56 

12.54 

154.16 

1932-33 

10.92 

12.67 

15-59 

13.62 

15T.07 

1931-32 

15 

12.73 

14.38 

14.86 

136-07 

1932-33 

15-71 

15-75 

18.52 

17.49 

145.10 


Gross Return: Quantities per Hectare. 


Description 

Cattle 
(Kk. Dive 
Weight) 

Milk 

(Kg-) 

Pigs 

(Kg. I.ive 
Weight) 

Cereals 

(Quintals) 

Potatoes 

(Quintals) 

South , 1931-32 

23 

40 () 

37 

3-72 

3-58 

1932-33 

25 

453 

35 

3-42 

3-97 

East 1931-32 

0 

148 

19 

I .(>4 

1.06 

1932-33 

9 

15^1 

23 

1.83 

2.44 

Centre , 1931-32 

lo 

243 

39 

3-23 

3-84 

1932-33 

20 

262 

5 <^> 

3.60 

4.20 

West 1931-32 

21 

390 

52 

3-77 

3-19 

1932-33 

29 

307 

; 62 

4 - 5 ^’ 

3.85 

Farms of 2 to 5 hectares , 1931-32 

25 

547 

' 43 

3 -.30 i 

4.82 

1932-33 

28 

5<>5 

45 

3-4 7 

5-42 

Farms of 5 to 10 hectares . 1931-32 

15 

311 

37 

3-57 

3-01 

1932-33 

24 

323 

43 

3.84 

4-75 

Farms of 10 to 15 hectares , 1031-32 

15 

294 

42 

3-14 

4 . 1 8 

1932-33 

19 

267 

44 

3-11 

3-31 

Farms of 1 5 to 30 hectares , 1931-32 

12 

220 

35 

2.99 

2.34 

1932-33 

16 

i 212 

41 

2.94 

1 2.27 

Farms of 30 to 50 hectares , 1931-32 

12 

157 

24 

2.61 

1 - 5-1 

1932-33 

18 

178 

33 

3-18 



The fall in the gross return in 1932-33 was due almost entirely to the decline 
in prices; the output from milch cows and from arable farming was the least satis- 
factory. 

The social income was lower in 1932-33 than in 1931-32 in the South, at the 
same level in the East, and higher in the Centre and in the West. The reason 
for this is that while gross return fell, working costs did not fall in the South. 
On the other hand working costs declined appreciably in the East, still more in 
the Centre, and to an even greater extent in the West, as the following figures 
show (see table on page 242). 

Family capital return and the farmer's income fell in 1932-33 the South, 
and increased in the other three regions. 

The social income was smaller than that of 1931-32 in the case of farms in 
the first four of the size groups shown below and greater for farms in the last 
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Working Costs as Percentage of Gross Return. 



1931-32 

1 

1 1932-33 

Decline 

South 

34-8 



East 

34-7 

— o.i 

Centre .... 

29.9 

253 

1 4.6 

West 

35*2 

28.8 

6.4 

49-7 

41.4 

8.3 


size group. The falls in working costs as a percentage of the fall in the gross 
return were as follows; 


Farms of 2 to 5 hectares eg 0/ 

Farms of 5 to 10 hectares 64 ‘V 

Farms of 10 to 15 hectares 58 % 

Farms of 15 to 30 hectares g(, 0/ 

Farms of 30 to 50 hectares 287 % 

Family capital return increased for farms in all the size groups; the farmer’s 
income increased for farms from lo to 15, 15 to 30, and 30 to 50 hectares. 
On farms of 2 to 5 hectares and 5 to 10 hectares the interest on debts fell very 
slightly; the remuneration of family labour fell much more than the costs of hired 
labour. On farms of 10 to 15 hectares and 15 to 30 hectares the fall in the cost 
of hired labour and interest on debts was much greater than that of the remuner- 
ation of family labour. Finally, on farms of 30 to 50 hectares the raising of the 
interest on debts and of taxes was les.s than that of the social income. 

E. — Czechoslovakia. 

For technical reasons the Accountancy Office in Prague has not given us 
figures for the composition of the gross return and of the working costs of the 
farms which it surveys; our study of this country will therefore be less complete 
than that of other countries . 

In 1932*33 economic position of the Czechoslovak farmers was unsatis- 
factory in spite of assistance from the Government, from political and profes- 
sional organisations, and from co-operative societies The prices of agricultural 
products fell considerably with the exception of the prices of cheese, eggs, and 
pig-meat. 


Prices oj Agricultural Products, in Czechoslovak Crowns 


Wheat 

Rye 

Barley 

Oats 

Potatoes for human consuriiptioii 

Butter 

Eggs (loo's) 

Beef 

Pig-meat 


1931-32 1932*33 


quintals 

148 — 

154,20 


145.70 

99.35 


116.50 

84.50 


119.90 

78.90 

» 

34.60 

29 — 

» 

2,158 — 

1,977 — 

» 

58-25 

66.05 

» 

844 — 

775 — 


914 — 

1,031 — 
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The difference between the level of the prices of agricultural products and 
that of the prices of industrial products increased. 

1931-32 1932-33 


Index for agricultural products 580 510 

Index for industrial products 857 829 


The figures for social income seem to show that the position of Czecho- 
slovakian farmers improved in the East and got worse in the West. Exception 
must be made for farms producing forage crops; the Eastern group of farms 
consists of only 8 farms, and on Western farms the interest on debts changed 
from 47 per cent in 1931-32 to 6 per cent in 1932-33 and this suggests that 
these farms are not really representative of the group of farms to which they 
belong. The family capital return and farmer’s income from farms in the West 
and in the East growing cereals and sugar beet are lower in 1932-33 than in 
1931-32. In the case of farms in the West and East which grow cereals and of 
farms on the West which grow sugar beet this is due to the decline in the co.st 
of hired labour and of the interest on debts; in the case of farms in the East 
which grow sugar beet it is due to the very considerable rise in social income, 
costs having remained constant. 

Summing-up. 

In 1931-32 the social income on farms which kept accounts rose: 

in Estonia to 61 % of that of 1928 

in Latvia » 5^>-99 % ” 

in Lithuania » 185 % » 

in Poland » 31-30 % » » 

in Czechoslovakia » 48-88 % » » 

In Lithuania bad harvests had seriously disturbed the farmers’ position; 
social income had fallen very low. This explains why the social income in 
1931-32 is so high relatively to that of 1928. 

From 1931-32 to 1932-33 social income fell in Estonia (where the total gross 
return fell more than did working costs, in spite of an increase in the gross 
return from cereals and pigs); in Lithuania (as a result of the fall in the prices 
of agricultural products); in Poland in the South (where the gross return fell 
while working costs remained at the same level as in 1931-32), and on farms of 
2 to 30 hectares (where working costs fell less than did the gross return); in 
Czechoslovakia in the West and on farms producing forage crops in the East. 

Social income rose in Latvia (where the working cost fell less than did the 
gross return); in Poland on farms in the Centre and the West and on farms of 
more than 30 hectares, for the same reasons; finally, in Czechoslovakia on sugar 
beet farms in the East. 

From this and the preceding articles it appears that in spite of their efforts 
governments everywere were hardly able to maintain in 1932-33 an equilibrium 
between the prices of agricultural products and those of industrial goods, favourable 
to the farmers. 


J. Deslarzes. 
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THE CANADIAN COMMISSION ON PRICE SPREADS 


THE CANADIAN ROYAL COMMISSION ON PRICE SPREADS 


Contents: I. Introduction. — II. The problem of monopolistic organisation in Canadam — 
Growth and effect of imperfect competition on the farmer. — III. Conclusion. 


I. — Introduction. 

On / February 1934 the Canadian House of Commons adopted a res- 
olution, containing, among other terms, the following: “ That a Select Spec- 
ial Committee of eleven members of the House be appointed to inquire into 
and investigate the causes of the large spread between the prices received for 
commodities by the producer thereof, and the price paid by the consumers 
therefor; and the system of distribution in farm and other natural products, 
as well as manufactured products and... to inquire into and investigate: — 

'' the effect of mass buying by department and chain store organizations 
upon the regular retail trade of the country, as well as upon the business of 
manufacturers and producers... 

" the relation between the flour milling industry and the bakeries of 
the country... 

the methods and system prevailing in the marketing of livestock and 
animal products for domestic consumption and export, and the extent to which 
the present system affords or restricts opportunity for fair returns to pro- 
ducers 

The Committee was given extensive powers to call witnesses, examine 
documents and records and to make investigations on its own behalf. 

On 9 April 1935 the Commission (the Committee had in the meantime 
become a Royal Commission) submitted its report (i), 10 members signing— 3 
with re.servations — whilst one member made a separate minority report. 

The Report is of even wider interest than its limitation to Canadian prob- 
lems suggests; for it deals with one of the most important aspects of the 
relation between industry and agriculture, namely, the exercise of monopol- 
istic influences by industry both in buying the products of farmers and in 
selling to them the products of industry. The world agricultural crisis has 
been marked, in the legislative field, by an attempt to organise the marketing 
of agricultural products in such a way as to lessen the disability of the farmer 
in facing, single-handed and individualistically, the monopolistic tendencies of 
modern history. The late stages of industrial capitalism reached before the 
great war saw the endeavour of labour to overcome similar disabilities through 
collective organisation — trade unions, labour guilds, etc. Agriculture, indeed 
was slow to follow. The world depression however was characterised— in 
almost all countries— by a far greater fall in agricultural prices than in 
industrial prices and in the cost of living; in consequence, farmers the world 


(i) Report of the Royal Commission on Price Spreads. Ottawa 1935. 
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over tended to be particularly bard hit. Trends in industrial policy were not 
conducive to a remedy of the farmers’ situation through reduction of industrial 
prices. In consequence, endeavours of all kinds were made to oppose to 
relatively inflexible industrial prices correspondingly inflexible agricultural prices. 
The means adopted varied according to the character of the country and 
products, tariffs, regulation of imports and collective marketing being the 
more important. Most of the measures involving compulsory marketing organ- 
isations were evolved at fairly late stages of the depression— in Great Britain 
in 1932, in the United States in 1933. In Canada, the divergence between 
agricultural and other prices was particularly great. Whereas the general 
index, based on 1926, had fallen to 67 in 1932, in the case of farm products 
the index had fallen to 48. Only in 1934 however was the Natural Products 
Marketing Act. designed to facilitate collective bargaining on the part of farmers, 
passed. Under this Act marketing schemes were evolved in almost all branches 
of Canadian agriculture, though not in wheat, which was affected by other 
measures. It should be noted that with the principal exception of wheat by 
far the greater part of Canadian agricultural produce is consumed in Canada, 
as follows: — 

Domestic comsumptioii 
HS percentage 

of production in 1933 


Wheat 

Dairy products . . . 

Butter 

Cheese 

Cattle (Beef and Veal) 

Hogs 

Hggs 

Fruit: 

Apples 

Peaches 

Strawberries .... 


359 

954 

9«-5 

314 

950 

90.8 
99- 1 


31.0 

100.0 

99.3 


Vegetables: 

Potatoes . 
Turnips . . 
Sugar-beets 


96.0 

97-3 

96.9 


Thus, apart from the problem of wheat, Canadian farmers must be 
particularly interested in the domestic organisation of the agricultural market, 
and a thorough investigation of this question can evidently be of interest 
to farmers in other countries in which the domestic market is of outstanding 
importance. Though few countries indeed have reached the advanced stage 
of industrial organisation to be found in North America, the Canadian Report 
can be of interest to most countries, in that it indicates psentially modern 
tendencies which can conceivably operate elsewhere but which, in order to be 
beneficial, must be foreseen and controlled to some degree in advance. 

In its detail the Report deals with a variety of subjects, of direct, indirect 
and remote interest to agriculture. ^It is divided into nine chapters, the first 
three of which deal with the character of monopoly in general and as it mani- 
fests itself in Canada; the fourth with nine industries, six of which are of 
consequence to farmers and which depend on the farmer either as a supplier 
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of produce or as a buyer of industrial goods; the fifth with labour and wages; 
the sixth with the primary producer; the seventh and eighth with distribution 
and the consumer and the last with the problems of State control and with 
recommendations. 

II. — The Problem of Monopolistic Organisation in Canada. 

The dominant form of industrial and commercial organisation of Canada 
today can be regarded neither as perfectly competitive nor as completely mono- 
polistic, but rather as the intermediate form known as “ imperfect competition. " 
This condition, which is more characteristic of our present economy than 
complete monopoly, exists when the output of any one producer or purchaser 
is a significant proportion of the total supply marketed, that is, when one pro- 
ducer may affect the price by withholding his supply. In the view of the 
Majority of the Commission, certain consequences result: “ Price no longer 
automatically adjusts itself to supply and demand.... the dominant producers 
fix the price they deem most profitable and attempt to adjust their production 

to sales at that determined price “ Where imperfect competition prevails, a 

definite market price is not determined by supply and demand; price may be 
set anywhere within the limits of a zone of indeterniinateness.... in acccord- 
ance with the relative bargaining power of the parties concerned. ” Unfair 
competitive practices develop.... there is.... a strong disinclination to enter into 
any serious price competition because there is a strong sentiment against spoil- 
ing the market. But there is, at the same time, a strong urge to increase 
sales so as to make some use of idle plant, and reduce the heavy overhead costs 
typical of modern industry. This urge to increase sales without serious price 
reduction is often the explanation of the intensified competition which breeds 

unethical practices " The bargaining advantage of strong organized groups 

may lead to the exploitation of the weak and unorganized.... In an effort to 
avoid such exploitation, workers have organized trade unions and governments 
have enacted minimum wages laws. But . there are groups of self-employed 
primary and small secondary producers who remain subject to such exploitation, 
all these circumstances unbalance modern economic society in the sense 
that not all of its parts adjust themselves at the same speed or in the same 
degree to any influence that makes itself felt at one point. Necessary read- 
justments are therefore concentrated on the flexible sections of our economy 
where their effect is intensified by the rigidity in other sections. An illus- 
tration is offered by the indices of prices and pioduction in the agricultural 
implements industry and in agriculture, as shown in the table opposite. In the 
former case, prices hardly fall as a result of the monopolistic organisation of 
the industry. In consequence production falls by 86.4 per cent. In the latter 
case, prices fall by nearly 50 per cent, whilst production actually increases. 

The effect of monopolistic organisation in industry on the primary producer 
is brought out by the investigations of the Commission into the meat packing, 
fruit and vegetable canning, tobacco, agricultural implements and fertilizer 
industries. 
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The meat packing industry is one of the largest Canadian industries. 
Indeed measured by the gross value of output it was the third largest industry 
in 1032 but measured by the value of materials used it was actually the first 
Canadian industry. It can easily be seen therefore that it is an industry of 
vital importance to the farmer in general and the livestock producer m part- 
icular. This industry, which works under conditions of large scale production, 
is dominated by two concerns which together accounted in 1933 for 85 per cent, 
of the total production. During the years of depression the industry was able 
to maintain its profits despite a tremendous decrease in the value of its output. 
In spite of a decline in the value of production amounting to 50.9 per cent, 
between 1929 and 1933 — a larger decline than in the value of production of 
industry as a whole— the value added by manufacture declined only by 24.5 
per cent. The cost of materials, roughly corresponding to the sum paid the 
livestock producer, declined however by 56.8 per cent. This situation is differ- 
ent from that in industry as a whole, for there the value of production declined 
by 47.2 per cent, and the value added declined by 41.4 per cent.— in other 
words, a far greater proportion of the decline in the value of production was 
due to the decline in the value added, or in returns to indu.stry, and less to the 
decline in the returns to the primary producer. In the meat packing industry 
in 1929 “ for every dollar’s worth of meat sold 81.7 cents went to the suppliers of 
materials; in 1933 however, although the consumer’s dollar purchased approxim- 
ately 80 per cent, more meat than in 1929 out of each dollar the producer 
received only 76.3 cents and the packer 23.7 cents. 

In the view of the Commission, this specially privileged position of the meat 
packing industry has a direct relation to the monopolistic character of the 
structure of the industry. The dominant position of the two large companies.... 
has undoubtedly secured for them some measure of control over both livestock 
prices and selling prices for their product. 

The result of the economic depression on the livestock producer undoubt- 
edly tended to be accentuated by his relatively weak bargaining position with 
the” buyer of his product. The power exercised by the two leading meat packing 
companies reflects itself in the organisation of marketing in the crisis years. Before 
the concentration of the industry in a few hands, livestock was largely disposed 
of in public stock yards, set up by the Departments of Agriculture, m which 
sellers and buyers, of which there were sufficient numbers to make the market 
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leally competitive, met together, a competitive market price, reflecting the prevai- 
ling conditions of supply and demand, resulting. ** In recent years, this situ- 
ation has completely changed.... livestock purchasing.... is concentrated, with a 
result, as our evidence shows, of lack of price competition among packer-buyers. 
From evidence given to the Commission it appeared that the large buyers often 
arranged amongst themselves, before the opening of the market, the prices they 
would offer, and other evidence revealed that once a buyer had made an offer, 
either on the ranch or in the stock yards, other buyers would not go above this. 
These circumstances have naturally led to a weakening of the attraction of the 
stock yard to the livestock producer, and have made it easier for the packing 
companies to develop a system of direct deliveries, which places in their hands 
even greater possibilities of control of the price paid to the producer. Under 
this system stock is transported directly from the ranch to the packing plant, 
where it is weighed and graded by the packer himself. The open market tends 
thus to disappear. The producer, in effect delivers his live stock to the packer 
and tru.sts that he will be treated fairly, as to weight, grade and price. ** In these 
circumstances, it is not difficult to see who is in the strong and who in the weak 
position. The packers pay, indeed, the market price. But since they themselves 
do not seriously compete on the open market, and since they are increasingly 
obtaining supplies by direct shipment, it is clear that the “ market price is 
itself largely fictitious. “ These direct shipments therefore, have the effect 
of breaking down the price upon the public stock yards, and when this price has 
been so broken down to a satisfactory level to the packer, then he secures his 
necessary supply. Not unnaturally it follows that on a slow or draggy market, 
prices are easily depressed. " 

The growers of fruits and vegetables, who form an important part of the 
agricultural population in Ontario, Quebec and British Columbia, appear to be 
at a similar disadvantage as the live stock producers in their dealing with the 
buyers. This industry is again dominated by a small number of large concerns, 
whose policy and methods do not work favourably to the producers. The 
amount paid by the industry to the growers is only a relatively small proportion 
of the sales value of the canned goods. The grower’s share of prices received 
from the largest canning company during 1933 averaged, for eight products, 
18 per cent. From 1929 to 1933 the percentage of the selling price of canned 
tomatoes — the most important of the canned goods — going to the grower varied 
each year as follows. 


192Q 19,4 1932 17.9 

1930 24.5 1933 16.8 

23.3 

The largest elements in the canner’s costs include the cans themselves, 
which averaged in these years between 22 and nearly 29 per cent, of the total 
cost, and labour. Fixed or overhead costs are particularly high, reflecting the 
unsound financial structure of the industry which is *' characterised by over- 
expansion resulting in surplus capacity, an illusory capitalization of companies, 
a fierce struggle on the part of the largest companies to maintain and increase 
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their position at the expense of the smaller, and an equally intense effort on 
the part of these smaller companies to survive in the face of this struggle. ” 
It is noted in the Report that in 1933, the year in which the lowest price 
was paid for tomatoes, the largest company gave a bonus to holders of Second 
Preferred Stock “ the major portion of which was owned or controlled by the 
officers and directors of the company. ” Further in each of these years, as a 
result of the intensified competition quoted, the average selling price of canned 
tomatoes was below cost, indeed, strikingly so. “ The sale of tomatoes constant- 
ly below cost has not only had a demoralizing effect throughout the trade m 
general but has helped to depress prices to the producer. ” 


1929 

1930 

1931 

1932 

1933 


Average selling 

Average 

I>rice of 1 doz. 

cost of I doz. 

cans tomatoes 

cans tomatoes 

$ 

$ 

. . 1.312 

1-353 

. . 1.175 

1.285 

. . .81 

1 .184 

. . .84 

1. 217 

. . .84 

1 . 1 89 


The superior influence of the large industry company over the primary pro- 
ducer is evidenced by the way in which dealings are carried out. The selling 
transaction is generally governed by a written contract which among other 
things deals with " the acreage to be planted, the supply of suitable seed, the 
report of crop conditions, the maximum quantities of produce per acre that 
is to be accepted, the quality of produce, penalties for lack of quality, the dates 
for beginning and ending delivery, limitation of deliveries, price to be paid for 
the produce and the terms of payment. ” The grower has very little to say 
in the preparation of the contract which is a document.... “drawn up primarily 
for the protection and in the interests of the canning company. “ The grower 
appears in general to be dissatisfied with the contract. ” “ It is contended on 

behalf of the growers that the contract is all in favour of the company; that 
under it the grower was bound to deliver, but that the canner may escape its 
terms, and either not accept amounts stipulated or vary them according to his 
interests. No provision is made for arbitration and the canner is the sole judge 
as to quality, delivery time, and conditions permitting limitation of deliveries. 
There was the further contention that whatever the form of contract may be, 
the grower’s financial position is such that he is often obliged to accept it, even 
at prices below production costs. ” Recently, clauses have also been inserted 
in these contracts prohibiting growers from supplying other than the contract- 
ing canning companies. Very often, in consequence, the grower is left with 
large quantities of produce on hand at the end of the season, which the large 
canning firm does not want and which the grower is prohibited from selling 
unless he can afford to lose his largest customer. 

Another illustration of the weakness of the farmer is provided by the prac- 
tice of “ dockage ” by the canner for damaged goods, or goods not reaching the 
stipulated quality or weight. “Dockage” is a reduction from the delivered 
weight to compensate for goods not up to standard. In this regard the canners 
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are accused by growers of using this practice unfairly. The Commission how- 
ever was “ unable... to come to any conclusion as to whether dockages generally 
have been excessive or unfair.... " Nevertheless disputes between growers and 
canners in this question were frequent, and in consequence both are reported to 
have been satisfied when in 1934 inspectors of the Federal Department of Agri- 
culture were stationed at canning factories to check each delivery of tomatoes 
for quality, grading and weight. 

In its conclusions on this industry the Commission recommended that the 
machinery of the Natural Products Marketing Act should be utilized “ for the 
purpose of concluding an arrangement that will ensure for the grower a more 
reasonable price for his product than he now receives. ” Under the Act a number 
of marketing schemes affecting the wide range of vegetables and fruits were set 
up in the various Provinces in which they are important. 

A third example of the power of the large industrial concern over the unor- 
ganised farmer is that of the tobacco industry. Once again in the words of the 
Report: “ Possibly the clearest example of exploitation of the primary producer 
that came before us was that provided by the relationship between the tobacco 
manufacturers... and the tobacco grower during the period preceding 1934. This 
example also provides an excellent instance of the degree to which a monopol- 
istic buyer can disturb the ordinary workings of economic law in the fixation of 
prices. '' In this industry one company accounts for 70 per cent, of the produc- 
tion and “ has been in a position to manipulate raw material costs and to sell 
its product in a sheltered market at prices showing little variation from year to 
year. ” The profits of the largest company during the depression years were 
large, dividends alone in these years amounting to $26.9 million, in an industry 
the total annual value of the production of which amounted to (less excise duties) 
$37 million in 1933. “ In contrast, the growers, dealers, a majority of the manu- 

factures, the wholesaler and the retailer have been faced with meagre profits, 
or in some cases, absolute losses. Previous to 1930, high tobacco prices had 
stimulated a large increase in production, which proved in the following years to 
be the basic cause of distress among producers. ’’ In 1930 the price reached its 
highest level of 32 cents, which resulted in 1931 in an increase in the planned area 
from 17,000 to 27,000 acres, production increasing from 12.4 to 24.5 million pounds. 
The situation in 1931 and 1932 is described in the Report as follows. “ On the side 
of the producer there was lack of adequate information as to general market con- 
ditions and crop values, inability to adjust output to demand and lack of effective 
marketing organisation. In turn the manufacurer used the power that comes 
from monopolistic control to limit domestic competition, and high protective 
tariffs restricted the competition of manufactured goods from abroad. The 
combination of weakness on the part of the grower and power on the part of the 
buyer made it possible, if not easy, for the (largest company) to force prices to 
the lowest point in the * zone of indeterminateness-' to the consequent distress 
of the producer. 

The largest company began its buying operations in October 1931 with a 
maximum price of 30 cents the buyers being instructed to reach an average of 
22 to 23 cents. In view of the large production the head offices of the company 
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in New York held the opinion that prices should be about 25 per cent, below 
those of 1930. However, “ a new company official was sent from Montreal to 
take charge of buying operations and as a result of his tactics, prices were driven 
ruthlessly down and both buyers and producers were demoralized. The final 
result of buying operations was that the crop was purchased at an average price 
of about 21 cents, as compared with 32 cents in 1930. ” 

“ An examination of the crop inspection books of this Company clearly 
shows that deliberate advantage was taken of conditions to break the market. 
After the first week, the prices bore little relation to relative quality on the basis 
of the 30 cent top. Crops valued at 25 cents on that basis were bought for 5 to 
18 cents. This was in sharp contrast to the buying polic^^ in previous years, and 
was made possible by the fact that the growers were completely at the mercy 
of the buyers. ’’ 

In the hope apparently of recuperating their losses of 1931 the growers once 
more expanded their |)roduction, and the crop increased by 12.7 per cent. In the 
view of the Commission it was “ (luite apparent that advantage was again taken 
of conditions surrounding the marketing of the crop unduly to depress the price. 
Apprehension and subsequent ])anic was caused amongst the growers by, first, 
unnecessary delaying the opening of the market and later, by deliberately slow- 
ing down buying o])erations. ’’ In fact, the Report notes that the largest com- 
pany delayed the opening of the market by three weeks compared with the previ- 
ous year though the crop matured two weeks earlier. In 193^ fbe company had 
made 87 per cent, of its total purchases in the fir.st two weeks. In 1932 it made 
only 53 per cent, of its purchases in the corresponding ])eriod; “ we are forced to 
the conclusion that the deliberate moti\'e was to increase the anxiety of the 
growers. By so doing, the growers would be in a submissive frame of mind 
which would facilitate the forcing of prices to the lowest possible level.” Prices 
for this season averaged 20 per cent, below those of 1931. 

In 1933 marketing was even slower, only ()0 i>er cent, of the crop being sold 
after six weeks. The Ontario Government however gave financial assistance to 
the operations for packing and prices actually improved, also in ])art as a result 
of prospects of a shorter crop in the following season. ” The panic conditions 
of the two previous years were absent from the 1933 markets. This was due to 
the strongly organized position of the growers backed by the financial support 
of the provincial government. In other words the relatively stronger position 
of the growers prevented the buyers from exj)loiting them. 

In 1934 general conditions contributed in improving the position of the 
tobacco grower, .including a general economic improvement in Canada and a 
rise in tobacco prices in the United States. But “ it is due also to the adoption 
of a price agreement between grower and manufacturer following upon the in- 
auguration of a tobacco marketing scheme under the provisions of the Natural 
Products Marketing Act. " 

We have already referred to the price of the semi-monopolistic agricultural 
implements industry and its effect on the output of implements and, consequently , 
on the farmer. A last example of the disadvantage of the farmer with which 
the Report deals is provided by the fertilizer industry. This industry, though 
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small, is, by virtue of the nature of its produce and of its price policy, capable of 
exercising an influence on the farmer out of proportion to its size. This is again 
a highly concentrated industry, three firms representing 71 per cent, of the 
capital invested in the industry. 

Farmers in Quebec and in the eastern part of the province of Ontario obtain 
their fertilizer at lower rates than farmers in the western part of Ontario. The 
difference in prices reflects the differences in price policies pursued by the fertilizer 
companies supplying those areas. In Quebec and Eastern Ontario the system is 
to charge the farmer on an f. o. b. basis, so that prices actually vary according 
to the distance from the plant. In Western Ontario an association of fertilizer 
manufacturers, which controls the market in this area, quotes only prices on de- 
livery to the farm, which do not differ for farmers at different distances from 
the plant. “ The discrimination in this case is clear, as farmers near one of 
the fertilizer plants have to pay the same price as purchasers far away. ” This 
policy is, in the eye of the Commission, disadvantageous to the agricultural econ- 
omy. A system of prices f. o. b. plant would thus mean that certain terri- 
tories would be the economical market for each plant. Under the system of 
identical delivered prices, each fertilizer plant is free to seek business anywhere 
in that section of the Province in which the prices are controlled by the Associ- 
ation. That the prices, under such a policy, tend to be higher than they would 
have been under competitive conditions is clear from a comparison of Ontario 
prices with those in Quebec, where prices are quoted on an f. o. b. basis. ** 

'' The system of delivered prices... means that the purchaser is compelled 
to buy with each unit of the commodity a fixed amount of often imaginary 
transportation. ’’ The system also facilitates local price discrimination. The 
purpose of such a discriminatory policy is generally to undercut a local producer 
in his own market and thus put him out of business or force him into a price 
agreeement. '' 

III. — Conclusion. 

Thus the Report of the Royal Canadian Commission on Price Spreads pro- 
vides many excellent examples, which we have amply quoted, of the extent to 
which the modern large scale monopolistic industrial organisation can exert 
undue influence over the relatively unorganised farmer, and of some of the me- 
thods with which this influence is exerted. One remedy lies in the organisation of 
the farmer, which has, as we have noted, already been adopted in Canada, (i) 
The Report indeed provides much evidence in support of those who argue that 
the chief function of marketing schemes as these have developed in recent years 
is not the exploitation of the consumer by the farmer but the defence of the 
farmer against the large scale buyer of his produce which will enable the restor- 
ation of conditions more approaching those of true competition; and to establish 


(i) It may however be recalled that the Natural Products Marketing Act has recenUy been 
declared unconstitutional on appeal to the Judicial Committee of the Privy Council. 
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true competition to day, not laissez-faire but well thought out State action is 
called for. The ultimate recommendation of the majority of the Commission was 
" not only the most complete maintenance or restoration of competition, where 
that is possible but also gradual, progressive and effective regulation in that 
growing field of business enterprise where monopoly or imperfect competition 
will continue inevitably to develop, and, if unregulated, will continue to exploit 
the primary producer, the wage earner, and the consumer in the shameful ways 
so often disclosed by the evidence before us... The report undoubtedly de- 
serves being read in detail by all who are interested in the economic problems 
of agriculture. 
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Foreword. 

In October 1936 the Institute was invited by the Mixed Committee on Nu- 
trition at Geneva to collect and analyse material referring to the margin between 
the prices received by the farmers and those paid by the consumer of more im- 
portant staple foodstuffs. The Institute commenced this enquiry in January 
1937 and the Report (2), which is being published in autumn 1937, contains 
summaries of important studies on this subject undertaken at various times in 
many countries. In the report these studies are preceded by an attempt to 
analyse the nature and size of the margin, the trends thereof, and the possi- 
bilities of reducing consumers’ firices by action tending to reduce the margin. 
Since the Report may have a wide interest not only to those interested in the 
problem of nutrition but also to all interested in agricultural economics it is 
thought that the following adaptation of the first part may have a special inter- 
est for readers of this bulletin. 

I. — Introduction. 

Even a casual glance at the studies in the first part of the Report is sufficient 
to reveal that, despite the importance of the subject and the interest which it 
constantly arouses, very few settled conclusions or principles have as yet been 
elaborated. However, the placing of the results of many studies made in differ- 
ent countries side by side may enable some contribution to be made to this end. 
The studies show indeed a great diversity as to the period to which they refer. 


(1) In this article, as in the Report itself, the terms “ distrilnition ”, ” distribution costs, or 
margins ” refer in general to fill those processes and the costs thereof, througli which a given coinniod 
ity passes on its way from primary producer to consumer. ” Distribution ” includes therefore not 
only transport and selling but also the various forms of processing. In a few cases the terius are 
used in a more restricted sense, excluding processing. It should however always be clear Iroin the 
text in which sense the terms are adopted. 

(2) “ Investigations into the Margin Between Producer's and Consumer’s Prices of Certain 
Foodstuffs 
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the scope, the method of approach, the commodities treated, the degree to which 
analytical or statistical treatment prevails, as well as to the greater or less degree 
of detail. It is therefore evidently impossible to use them to provide direct 
comparison or contrasts between the different countries. Indeed, direct inter- 
national comparisons cannot be expected to yield very fruitful results capable, for 
example, of direct application for the purpose of lowering distribution costs. 
In each country distribution takes its own particular form. The variations in 
the distances goods are transported, in transport rates, in the type and cost of 
labour employed, in the degree of preparation of the goods before they reach the 
consumer — to mention only a few characteristic differences — are so large as to 
preclude any direct comparison of value. What is possible however on the basis 
of an international survey of the type made in the Report is the pooling of common 
principles and the examination of diversities from which it may be possible to 
obtain a better general understanding of the nature and importance of distri- 
bution costs than from a study of the narrower field of a single country. It is 
therefore here attempted, on the basis of a perusal of the studies in the Report, 
to bring out certain general principles relating to the “ distributive margin,” 
reflecting the experience of many countries, which tend to be inherent in the 
modern systems of the distribution of consumj^tion goods — or more particu- 
larly, of foodstuffs. The sections below deal firstly with the normal structure 
of distribution costs, secondly, with the question of the degree to which, and 
the reasons for which such costs may be excessive, and thirdly, the possibilities 
of reducing them, and thereby, to some degree, the price of foodstuffs to the 
consumer. 


II. — The normal structure of distribution costs. 

Whatever the method of the organisation of the distribution of goods from 
the primary producer to the consumer, the process of distribution necessarily 
involves certain costs which, like the costs of production, must in the long run 
be met by the consumer. The goods must be collected at the farm, transported 
and delivered to a selling establishment, and sold. These represent the min- 
imum processes necessary in the distribution of goods from rural to urban areas. 
Many goods however require preparation or processing of a more or less compli- 
cated kind, as, for example, grain for bread, milk for butter and cheese, the meat 
carcase for the consumer’s joint. In most cases, must be added to these primary 
distribution costs a normal proportion of waste, due to deterioration in transport 
or normal perishability and loss of freshness, as for example, in the case of veget- 
ables and some fruits, poultry and eggs, and dairy produce and meat. 

Different methods of the organisation of distribution bring in further sets 
of costs, not, of course, necessarily additional since the particular method of 
organisation may actually be a means of reducing the totality of distribution 
costs to a minimum. In the world today there are many forms of organisation, 
but broadly one may distinguish three main forms, namely the method of open 
marketing, in which goods pass through the hands of whole chains of independent 
trades, the co-operative form and the large scale private distributing organisation 
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which is responsible for the whole process of distribution from the farm — which 
it may even control — to the consumer. Across these main forms may cut 
numerous other types which have at the various stages of the process some- 
thing in common with all three. The first type is the commonest of all three, and 
here again there are many variations, the number of intermediary agents and 
markets within the same countries, between countries and among the different 
commodities diverging considerably. The co-operative form may be represented 
by a single co-operative organisation which engages in the whole process of distri- 
bution, or by co-operative organisation on the part of the consumers. No form 
necessarily excludes competition nor, on the other hand, monopoly or monopol- 
istic influences at some stage of the distributive process. Without at the moment 
going into the question of the efficiency of the various types of organisation, it 
is clear that the structure of distribution costs will vary very much with the type 
of organisation which prevails. Where goods pass the hands of several inter- 
mediaries various costs will be incurred which are absent in a unitar}^ form of 
distribution. 

In times of agricultural depression, marked by severe declines in the prices 
of agricultural products, complaints invariably arise both from the side of the 
producer and that of the consumer, that the prices of foodstuffs to the consumers 
fail to reflect the changes in the prices paid to the farmer. T 3 oth farmer and 
consumer lay the blame at the distributor's door and proclaim the necessity for 
the elimination of the ‘‘ middleman ". Without examining here the justifi- 
cation of the complaint, which rests evidently more on the assumption that the 
organisation of distribution is inefficient than on its being unnecessary, it is appro- 
priate here to note that, in the light of the foregoing, consumers’ prices cannot 
automatically and to the same degree follow producers’ or farm prices. Producers’ 
prices and the costs of distribution may be, and very often are, completely in- 
dependent of each other. Consumers’ prices over the long period reflect both pro- 
ducers’ prices and distribution costs. In consequence the higher the proportion 
of the distribution costs in total costs, the less can consumers’ prices reflect farm 
prices. Thus if distribution costs represent 50 per cent, of the consumers’ price 
a fall in farm prices of 20 per cent, would result — assuming no change in distri- 
bution costs — in a fall in consumers’ prices of only 10 per cent. On the other 
hand, if distribution costs represented only to per cent, of the producers’ price 
the consumers’ price would fall by 18 per cent. In actual practice however only 
a part of distribution costs remains fixed for a long period; this applies particu- 
larly to rents, interest, rates, taxes, freights, and the like. A further part will 
tend to vary with changes in the quantity of produce dealt with as well as with 
progress in method or in the nature of the service rendered to the consumer. In 
consequence, quite apart from the question of middleman’s profits, a fall in the 
producers’ price will not be followed by an equal absolute fall in the consumers’ 
price, but more probably a lesser fall — though a greater fall cannot be excluded. 
Over a short period, further, consumers’ prices reflect the prevailing conditions 
of supply and demand and are quite independent of both production and distri- 
bution costs. There is thus no rule of thumb method to determine whether 
consumption prices respond adequately to the primary producers’ prices. A 
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proper judgement in this respect always requires a detailed investigation into 
the flexibility of the various distribution costs, a task which— >as the study of 
the Report would show — is none too easy. 

A fact which emerges from all the studies in the Report is that distribution 
costs represent a substantial proportion of the final consumption price of food- 
stuffs. In the United States they represented 58 per cent, in 1935; in 1932, 
at the depth of the depression, they reached 67 per cent. In Germany in 1930-31 
total processing and distribution costs (calculated however on a different basis) 
represented 40 per cent, of the value of retail trade in the principal foodstuffs. 
Though similar figures cannot be quoted for the other countries it is evident 
from the study of particular commodities that the proportion is generally high. 
Thus, in Canada, in 1933, the margin between wheat and bread prices repre- 
sented 82 per cent, of the price of bread. In the United Kingdom, as far back 
as 1925, nearly 60 per cent, of the price of bread was formed by the expenses 
other than the costs of flour. In France in 1932 the farm to retail spread 
on meat could be estimated at nearly 50 per cent, of the retail prices. Even 
the spread on commodities such as vegetables, which do not require processing, 
appears to be strikingly high. Thus, in Germany in 1930-31, of the total retail, 
value, about 51 per cent, was accounted for by the intermediate costs. In the 
cases of eggs and fruit 40 per cent, of the retail value was made up by inter- 
mediate costs. In the United States where, as may be noted above, the proportion 
of intermediate costs are on the average much higher, the spread stood in 1935 
at about 80 per cent, in the cases of commodities such as cabbage, carrots and 
celery, and often at about 70 per cent, in other cases of fresh vegetables. The 
reason for these high proportions of intermediate costs in the case of these un- 
processed goods appears to lie in the fact that owing to their relatively low abso- 
lute value it is necessary for traders and dealers to obtain high margins of gross 
profit in order to make any gain whatsoever. Thus in the United Kingdom 
the percentage gross profit on vegetables reached in high class stores a figure 
as high as 331 per cent, in one case. Even in lower class shops the percentage in 
the case of the some commodity reached 187 per cent. Further, in the case of 
vegetables a high margin appears inevitable in order to cover losses on waste 
goods which have lost their freshness and have become unsaleable. 

Distribution costs are not only high but appear, over the long period, to be 
increasing. In general, compared with before the war, distributive margins are 
higher not only absolutely — an absolute increase can hardly be a matter of sur- 
prise in view of the general increase in values compared with before the war — 
but relatively to production costs. In other words, distribution costs represent 
a higher proportion of the final consumers’ price. From the studies in the Report 
this is best borne out statistically in the case of the United States. In 1913 
1914 the margin between the value at the farm and the retail value of 58 foods 
represented 47 per cent, of the retail value. The proportion was at its lowest 
at 1917, when it reached 40 per cent. Since then it has fluctuated but after 
1929 it never fell below 50 per cent., reaching, as was previously noted, the high 
point of 67 per cent, in 1932. The same phenomenon is shown in regard to the 
individual commodities. Thus, in the case of beef, the proportion rose from 36 
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per cent, in 1930, to 63 per cent, in 1932-34, falling only in 1935 to 55 per cent. 
The increase in the case of pork products was even greater, the figures for the 
same years being 20, 27, 36, 58 (in 1932) and 41. Between 1913 and 1935 the 
proportion in dairy products rose from 45 to 55 per cent.; in white bread from 
77 to 83 per cent.; in potatoes from 41 to 58 per cent. 

Figures for the other countries, though not so complete, indicate the same 
tendency. In France whereas the farm price of meat increased between 1912- 
1914 and 1932 by 275 per cent, the retail price increased by 455 per cent. 
In Berlin the price of bread increased between 1913 and the first half of 1929 
from 28.5 pfennigs per kilogramme to 40.8 pfennigs, an increase of about 43 per 
cent, whilst the cost of grain only increased from 14.3 to 18.5 pfennigs or about 
30 per cent. In Canada between 1926 and 1933 the wheat-bread spread increas- 
ed from 67 to 82 per cent, of the bread price. This tendency towards a relative 
increase in distributive margins was indeed in part responsible for many of the 
enquiries in the post-war years into food prices. 

From some of the studies it is possible to gain an idea of the relative impor- 
tance of the various costs incurred in the different .stages of distribution in the 
various countries, as well as the changes and tendencies therein. The expenses 
in the production of bread may roughly be divided into four classes — the cost 
of flour, the cost of secondary ingredients, bakery costs, (including profits), and 
distributive charges proper. In the United Kingdom in 1923 the cost of flour 
represented about 63 per cent, of the total costs, the other ingredients 5 per cent., 
baking costs 15 per cent., and the distributive costs about 17 per cent. As the 
table given in the survey of the Linlithgow Committee's report shows, compared 
with before the war important changes had occurred, particularly the increase 
in distributive costs proper, which in 1914 had represented only about ii per 
cent. (i). 

In Germany in 1929, the cost of flour represented 57 per cent, of the price 
of bread of the small Berlin baker, total manufacturing costs 19 per cent., and 
distributive charges proper 113 per cent. In the United States in 1935-36 the 
bakers' margin appeared to be much higher representing 71 per cent, of the retail 
price. Before the agricultural crisis it represented 66 per cent., but, going still 
further back, in 1919-20 it represented only about 44 per cent. In all countries 
the wheat-flour spread is much less than the flour-bread spread. 

Turning to meat, a table in the section of the Report on France indicates 
that the wholesale-retail price margin is much larger than the farm-whole- 


(i) It may here be noted that though these figures refer to a period many years back they have 

not lost their general value. In November 1925 the Pood Council set up in the United Kingdom 

in that year recommended a scale of bread prices in relation to flour prices, which was slightly mo- 
dified in 1930 and 1932. The original scale allowed a price of bread of 9 rf. per loaf when flour prices 
were above 40 s. per sack and less than 44 s. In the Linlithgow Committee’s example above, the price 
of bread averaged 8.95 d. and that of flour 42s. id. In 1932 the revised scale, necessitated by 

clianges such as the decline in consumption, the increase in paper-wrapped bread, etc. showed a 

price of 9 d. per loaf when flour was above 39 s. and not exceeding 4 3 x. 
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sale margin. Thus in 1932, the price at the farm was estimated at 5.74 francs 
per kg., the wholesale price 6.95 francs and the retail price 11.27, two spreads 
representing respectively ii and 39 per cent, of the retail price. This is also 
indicated by the example given of the spread on beef in England; in this case 
the retailer's gross profit represented somewhat more than one fifth of the 
farmer’s net return, whilst the total margin from farmer to wholesale butcher, 
which included also the value of the hide and offals, represented only some- 
what over one tenth. Again, the figures given in the study of the margins in 
the vegetable trade in Holland indicate that, here too, the greater part of the 
distribution costs are incurred at the retail end. Milk indeed appears to be the 
most important exception to this rule, for the main charges incurred during its 
journey from producer to consumer are incurred before the retail stage, namely, in 
sterilising and bottling, functions usually performed by the wholesale distri- 
butors. 

Individual items in the costs sheet naturally vary very considerably, not 
only as between different countries, but even in the same locality of a given 
town. In some bakeries, for example, modern machinery is employed, tending 
to reduce the proportion of labour costs; in others, hand methods prevail. 
In all trades the service offered by different establishments varies considerably. 
Butter may be sold wrapped or unwrapped, milk in bottles or in the housewife’s 
jug. Some retailers may deliver at the door, others sell from stalls in the market 
place. The preparation of goods may be carried out centrally by a multiple 
store organisation or at the single retail shop. All these differences, which can be 
multiplied almost indefinitely evidently, preclude any general statement as to the 
importance of individual cost items. Nevertheless, it may be noted that the 
modern tendency — particularly marked in North America but not absent else- 
where — towards a large scale organisation of retail trade, whether in the form 
of department or multiple stores and consumers’ co-operatives, tended to increase 
the importance- of some classes of costs and diminished that of others. The 
comparison made in the section of the Report referring to Germany between the 
bread cost structures of a large factory and of a small independent baker is in- 
structive in this regard. Whereas the large baker has a definite advantage in 
production costs the small baker has an important advantage in distribution 
costs proper. On the other hand it is also noted in the same connection that 
a co-operative dealing in bread among its other wares has a net advantage in 
distribution costs proper owing to the fact that total costs are distributed over 
many commodities. 

One of the reasons why distribution costs proper tend to form indeed under 
modern conditions a higher proportion of total costs lies not only in the costs 
of transport and in the higher degree of service but also in the extended use of 
advertising which has accompanied the growth of the large organisation. And 
this again has been encouraged by the development of patented goods. Though 
the large organisation has developed rapidly in the post-war years the fact that 
it has brought with it many extra costs in the actual selling of the goods may 
actually act as a check on further expansion. This indeed appears to be the 
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view held by the Canadian Royal Commission on price spreads, from whose 
report extracts are given in the section on Canada. 

Again, as illustrated particularly in the study of Canadian trade, the large 
organisation tends to have an advantage in the purchase of the raw material, 
whether wheat for bread or fruit and vegetables for canning. In some cases 
large buyers are given concessions as a matter of course, in others they force 
them from the producers (i); and often, the reorganisation of the marketing of 
agricultural products under State intervention produces a similar effect. 

In concluding this section on the normal structure of distribution costs we 
may refer to the widely held view that the net profits of the trader are responsible 
for an important proportion of total distribution costs. Without here going 
into the theoretical question as to whether such profits are the cause or the effect 
of high consumers' prices, or whether they are excessive, we may note some of 
the statistical conclusions with regard to profits made by the authorities studied 
in the Report. It should be noted that such profits are subject to considerable 
fluctuations. The practice adopted by many trading associations of maintaining 
more or less fixed retail prices over considerable periods often leads to high profits 
when raw material prices are falling, and low profits, or even losses, when they are 
rising. Secondly, calculations of net profits are particularly difficult in the case 
of the small retail trader where often they may represent nothing but his own 
salary, barely sufficient to enable him to meet his ordinary living requirements. 
This being said, we may note that in France the retailer’s profit on meat was 
calculated, in September 1932, at 8.9 per cent, of the retail price. In bread- 
making in Berlin in 1929 the profits of the independent bakers were calculated 
at 9.1 per cent, of the retail price. The Royal Commission on Food Prices 
in the United Kingdom gave baking profits in 1925 as 8 per cent, of the retail 
price. Apart from such profits must be added those of the intermediaries in 
other stages of the distribution process, including not only those of the whole- 
salers, but in many cases of other intermediaries according to the nature of the 
particular market, such as the cattle dealer and the slaughterman in the meat, 
the commission salesman as in the vegetable trade in the United Kingdom. 
According to the Uinlithgow Committee’s investigations the vegetable commission 
salesman obtained 10 per cent, of the selling price, whilst the provincial whole- 
saler’s net profits averaged 1.8 per cent, of their sales. In PVance in the meat 
trade the gross profit of the cattle dealer plus the slaughterman’s profit plus 
commission and market charges — a large proportion of which are net profits — 
amounted to 3.9 per cent, of the retail price. These few examples are obviously 
insufficient to establish the statistical importance of the intermediaries’ profits, 
nevertheless they suggest that in some cases at least net profits form an ap- 
preciable proportion of retail prices. 


(1) See also: The Canadian Royal Commission on Price Spreads. Monthly Bulletin of AgricuU 
iural Economics and Sociology. International Institute of Agriculture. Rome, July 1937* 
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III. — Factors leading to excessive distribution costs and margins. 

From the foregoing section it should not be difficult to see that, under mod- 
ern conditions, a large proportion of consumers’ expenditure necessarily goes 
to meet not only the expenses of production but also of distribution. Neither this 
fact, nor the fact that distribution costs tend to increase relatively to production 
costs, represent in themselves a condemnation of present day economic organi- 
sation. Indeed, it may be suggested that such facts are the normal consequence of 
economic progress, signified by reduced production costs as a result of improved 
methods and accumulation of capital. In some lines of foodstuffs particularly, 
the growth of distribution costs in relation to production costs arises as a result 
of the inelasticity of demand. On a market which does not expand, improved 
technique evidently leads to the diminution of total expenditure of resources 
on production. Another mark of economic progress is the improvement in the 
preparation of goods for the consumer — the pasteurisation and bottling of milk, 
the wrapping of butter and bread, the preservation of fruit, the presentation 
in attractive cartons. Similarly improvements in transport facilities lead to the 
shifting of production areas away from consumption areas and an increase in the 
distances over which goods are brought from producer to consumer. Again, the 
growth of urban agglomerations — made possible indeed by the improvement 
of all forms of transport — leads both to large .scale centralised distribution and 
such practices as delivery of goods at the consumer’s door. The fact therefore 
that society uses more of its resources than before in the distribution of goods 
may indicate rather an obedience to a normal economic law than the neglect 
thereof. 

On the other hand, however, it is clear that factors may arise which tend to 
exaggerate the proportion of social resources devoted to distribution both absolute- 
ly and relatively; and the studies in Part II often do indicate that in particu- 
lar cases distribution costs tend to be excessive, not justified either by economic 
law or by the economic interests of the community. Thus the Linlithgow Com- 
mittee reported on the basis of its detailed investigations, that “ the spread bet- 
ween producers’ and consumers’ prices is unjustifiably wide. Taken as a whole 
distribution costs are a far heavier burden than society will permanently consent 
to bear ”. In Germany in 1929 investigations into a number of food markets 
revealed that retail prices were often higher than justified by costs and that in 
some cases the faulty organisation of the market made the distribution costs 
themselves excessive. In the Netherlands a study of the market for market 
garden produce suggested equally that distribution costs were excessive. In 
several of the studies in the Report the analysis of the marketing organisation 
often leads to the conclusion that improvements leading to a reduction of dis- 
tribution costs are possible. Thus we may cite in example the report on the 
reorganisation of milk marketing in the United Kingdom, the study of monopol- 
istic organisations in Canada, and of the agreements among bakers and millers 
in Switzerland. Whilst referring the reader to the Report for the particular causes 
leading to such conclusions we may consider here in general terms the type of 
factors leading to excessive distributive margins and costs. 
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We might perhaps begin with a warning against the view that a given 
distributive margin is justified, i. e., not excessive, if it is equal to all the costs 
incurred in the process of distribution. Because such and such costs have been 
increased, therefore, (it is argued) such and such a margin is justified. This is 
indeed a view frequently adopted by distributors or distributors’ organisations 
in presenting their case to public authorities for an increase in prices; and usually 
if the said authority is satisfied with the evidence as to costs, the request is 
granted. Yet, on some reflection, it should be clear that this view contains an in- 
version of cause and effect. On a competitive market a producer or distri- 
butor must sell his wares at the market price, whatever his costs. If the price 
over a long period does not cover his costs, then it is true he will l)e obliged 
to abandon the business. If, on the contrary, it exceeds his costs over a long 
period, he will find it profitable to expand. In other words, under competitive 
conditions, it is the price which determines whether the costs are justified, and 
not vice versa. In consequence, though it is necessary for solvency that a business 
undertaking covers its costs, it is not possible to judge whether prices or margins 
are excessive or other wise by summing up all the various co.st items and noting 
that prices are greater than this total. Further, even should the total of costs 
equal the price this too is evidently no indication of the lack of excessiveness or 
otherwise of the price, or, in our problem, of price margins. 

The true criterion of excessive distributive margins may in fact be sought 
more directly. Margins may be regarded as excessive from a social economic 
point of view whenever they include cost items which are unnecessary for the 
performance of the given service to the degree made appropriate by the relative de- 
mand and by the available resources. 

And this irrespective of whether the demand is that determined by con- 
sumers’ preferences or by another criterion. 

It should be clear that whether costs and margins are exce.ssive cannot be 
established by the study of the statistics in the Report as much as by a con- 
sideration of the general principles relating to the establishment of the costs and 
margins resultant from the various investigations. Approached in this way how- 
ever the Report offers many reasons for which distributive margins may be 
excessive. 

It is an elementary economic principle that in a perfectly competitive equi- 
librium prices would equal costs. It is easy to see that the conditions of a per- 
fectly competitive market are far from obtaining in the distributive process as 
indeed in all other parts of the economic system. The market is indeed imper- 
fect from the consumer’s side as from the producer’s side. It is a notable fact, 
and one brought out particularly clearly in the study on the bread market in 
Germany, that prices of foodstuffs of the same type and quality vary considerably 
not only as between different towns but even within the same locality of a given 
town. Very often the consumer does not know of these differences; in other 
words, he does not, before making his purchase, explore the market in the way 
the retailer does on the wholesale market. Very often he prefers to deal at one 
shop rather than another. From the consumer’s side therefore the levelling 
influence of the market tends in many cases to be absent. It is difficult to esti- 
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mate the effect of this on consumer’s prices but attention may be drawn to the 
conclusion in the study of German conditions that an action designed to elimi- 
nate such price differences would reduce the average level of prices by at least 
10 per cent. In that study it was argued that local price differences reflected less 
differences in costs than differences in the retailer’s earnings. And in the light 
of what has been said above on the nature of costs it is evident that differences 
in costs on a properly competitive market do not justify differences in prices. 
The remedy however lies chiefly in the hands of the consumer. 

The imperfections of the market within the distributive process itself are 
often of equal importance or even greater importance than the imperfections 
on the consumer’s side. Perhaps one of the most notable features of the col- 
lection of studies presented in the Report is the frequency of references to the 
possession of monopolistic or quasi-monopolistic powers on the part of distri- 
butors or their organisations. Owing to the diversity of periods to which the stud- 
ies refer we cannot indeed determine how far these powers prevail to-day. In 
all probability, however, they are stronger to-day than in the earlier periods with 
which many of the reports deal. The most extreme examples are perhaps offer- 
ed by the report of the Canadian Royal Commission on price spreads, from which 
it appears that in several food industries there are large corporations which are 
able more or less completely to dominate the market, to the consequent disad- 
vantage both of the primary producer and of the consumer. In almost all coun- 
tries, moreover, the majority of traders form associations for their common ben- 
efit. Not all of these exert or are able to exert monopolistic influence. On the 
other hand, many of them do prescribe and regulate the prices at which members 
may sell their goods, and employ effective sanctions for their enforcement. The 
prices under such agreements are designed to enable the traders to cover their 
costs and gain a “ reasonable ” profit. Another aim is often to prevent fluc- 
tuations in raw material prices bringing about similar fluctuations in the price 
of the final product; in order to prevent irregular and disturbed trade. It is 
perhaps significant in this regard that in a number of German towns in which 
the policy of a steady bread price was pursued the average level of prices tended 
to be higher than in towns in which this policy was not pursued. 

These almost ‘‘ natural ” imperfections of the market, so old and so general 
as to be taken almost for granted, are today supplemented in nearly every country 
by the effects of State economic policy. Often the regulation of agricultural 
prices has necessitated the regulation of both retail food prices and the distri- 
butive margins. In other cases — as for example in the United Kingdom — ^the 
distributive margin has tended to increase. The report of the Food Council in 
that country in 1936 stated that: ** Consumers have legitimate cause for complaint 
in so far as the Marketing Schemes, which were intended to give primary 
producers the power to organise and co-ordinate the sale of their produce, confer 
in addition powers of intervention in the subsequent stages of treatment and 
distribution which are not the province of producers and of which they cannot be 
expected to have expert knowledge. The consequent tendency of producers is 
to seek the co-operation of the intermediaries, who do know the trade, by secur- 
ing to them minimum margins, which are frequently exceeded and which are 
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not based upon ascertained costs for the specific services to be rendered In 
the study of distributive spreads in Austria it is stated that “In the case of 
those commodities which are subject to State regulation, as are dairy products... 
the margin between wholesale prices and producer's price may be wide. " (i). 
It does seem true that with the growth of State regulation in economic affairs 
the distributive process has ceased to be affected only, or evenly mainly, by 
the power of the competitive market. 

The growth of the large scale distributive organisation in post-war years 
is, no doubt, in large part due to the fact that it is able to secure economies 
of various kinds which are not open to the smaller unit, and consequently 
sell at lower prices. The Canadian report also affords instances too of this 
principle. On the other hand, if the growth is such as to give the large 
organisation a dominant influence on the market, reducing the influence of 
competition, then several factors may arise which tend to raise total costs 
(and, subsequently, prices) and which do not at the same time facilitate the 
restoration of competition. In several instances the phenomena of “ overcapi- 
talisation " and “ overcapacity " are cited as being rCvSponsible for unnecessarily 
high prices. It should not require a special knowledge of economic theory 
to see that such phenomena can only occur in the absence of effective compet- 
ition. Where competition is perfect the capitalisation and overhead costs cannot 
determine the price of the produce. The price will be determined on the market 
by supply and demand. Out of a state of equilibrium the price resulting may 
be either higher or lower than that necessary to cover the capital charges 
— interest, amortisation, etc. — of a given enterprise. A firm possessing pre- 
dominance on the market is however able, and does, fix the price at such a 
level as to enable it to meet as great a proportion as possible of the capital 
charges. In such a case where demand is declining, as for some foods con- 
sequent upon changes in consumers' preferences and notions of diet, the decline 
is accompanied, not, as under competition by a fall in price, but by a fall 
in output, whilst price may remain stable or fall only slightly. Under compet- 
ition “ overcapitalisation " and “ overcapacity " are disadvantageous only to 
the producer; under monopoly they often operate to the disadvantage of the 
consumer. 

Where competition is limited, certain business practices are sometimes 
adopted which are not in general to the advantage of the consumer. Though 
the use of trade marks and patents is naturally more common in respect to 
industrial products than in respect to agricultural products, even in the latter 
case it facilitates the practice of re-sale price maintenance. Where goods are, 
for example, canned or prepared in a special way and given a trade name by 
a single large concern, that concern may sell them to retailers for re-sale at 
prices fixed by the concern — penalities being applied to retailers who go 
below such prices. Thus even though retail trade be not monopolised, the 


(i) Vide: “ The spread between producers’ and consumers’ prices of certain Foodstuffs in Austria 
Monthly Bulletin of Agricultural Economics and Sociology. Rome, June 1937- 
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large scale wholesaler is able to exert a monopolistic influence on the retail 
price. In such cases too, the trade name is often the only special feature 
which distinguishes the commodities from others which otherwise would be its 
rivals. 

Another related factor which increases the total expenditure on distribu- 
tion is the indulgence in costly advertising campaigns — one of the reasons why 
the proportion of selling costs to total distribution costs has so often risen. 
Though it may be conceded that costly advertising campaigns of the “ eat more 
fish ” variety may bring not only a gain to the fish producers and distributors 
but also to the consumer, who is thus made aware of the deficiencies of his 
diet, it is more doubtful whether costly campaigns recommending the consumer 
to eat Brown’s fish rather than Jones’s fish and versa works to the ultimate 
benefit either of Brown and Jones or to the consumer. Where several large 
firms engaged in the trade in the same product year after year expend large 
sums in advertising their respective products it is arguable that the total 
market does not expand in proportion to the expenditure on advertising, the 
costs of which are ultimately born by the consumer. Such tendencies are 
perhaps most evident in North America, but are by no means entirely absent 
from European countries. 

Advertising of the second type noted above is a feature not of simple 
monopoly so much as of the intensified competition between a small number 
of large enterprises. In the Report criticism is often levied however by high 
authorities not only against this but against the intensified competition of a 
large number of small enterprises. Such criticisms are directed particularly 
against some types of organisations of retail distribution. The main defect 
of such organisations is that there is an extraordinary amount of overlapping. 
Particular streets may be served by several retailers situated at varying dis- 
tances with the consequence that expenses of carriage, of labour etc. are dupli- 
cated quite unnecessarily. This may be justified in those cases where each retail- 
er sells a special type or quality of good, but it can hardly be so where the 
commodity is of a staple type — for example milk supplied by the same co- 
operative or wholesale distributor. An agreement among retailers to divide a 
given area amongst themselves — not, of course, supplemented by an agreement 
to maintain prices — could not fail in many cases substantially to reduce costs. 
‘‘ It is obvious ”, states the Report of the Milk Reorganisation, Commission for 
Great Britain “ that the costs of delivery must be greater when a large number 
of roundsmen are serving the same street; and the costs of equipment, premises 
and labour and of balancing supplies must all be higher with, say, ten 15 gallon 

rounds than with one 150 gallon round. We have been furnished with 

particulars for a number of towns from which it appears that large numbers 
of retailers must have rounds of considerably less than 20 gallons and some of 

them rounds of 10 gallons or less ”. It is hardly necessary to add that similar 

defects are also to be found in other stages of the distribution process. 

Not very much information is offered in Report concerning factors such as 
indirect taxes which are, from the point of view of distribution alone, an un- 
necessary burden. In almost all countries today many foodstuffs are augmented 
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in price in the distributive process through the imposition of sales taxes, excise 
duties and the like. Some taxes indeed, such as dealer's licences, do not affect 
prices, in that they are fixed charges paid out of income. Sales taxes on the 
other hand are automatically added to the price of the commodity. In Austria 
the sugar turnover tax represents 6.56 per cent, of the retail price. In Germany 
in 1930-31 the consumption tax revenue represented 2.2 per cent, of the total 
expenditure on foodstuffs and import duties 1.8 per cent. Such taxes are 
imposed for reasons of financial or agricultural policy. Whether such reasons 
are sufficient or not is clearly outside the scope of the present study, in which, 
however, the existence of such taxes mUvSt be noted. 

Ivikewise the data contained in the report on transport rates and costs is 
not sufficient to enable one to judge the degree to which these are excessive. 
In general terms however it may be said that their excessiveness or otherwise 
depends primarily on the adaptablility of the organisation of road and rail 
services to the individual needs of the particular trade, which evidently vary, 
for example, as between cattle, fruit or fish. The principle widely adopted by 
railways of charging “ what the traffic will bear " is an illustration of the way 
in which rates may be excessive on high value goods which cost no more to 
transport than low value goods. On the other hand transport rates which 
are rigid and do not respond to seasonal fluctuations may often diminish the 
efficiency of marketing. The inadequate use of carriage space also increases 
the unit expenditure on transport. 

In the light of the foregoing it may be concluded that through it is not 
possible to make any statement as to the proportion of distribution costs which 
are regarded as excessive it is possible on the other hand to assert that there 
are several reasons to suppose that such costs are not as low as they might 
be. Bearing in mind that under competitive conditions a lowering of distribu- 
tion co.sts will in the long run result in lower consumer’s prices, we may, in 
the next section, briefly survey some of the methods to bring a reduction 
in costs about. 


IV. — Methods of reducing distribution costs. 

The analysis in the foregoing section of some factors which tend to make 
distribution costs excessive almost automatically suggests some of the directions 
in which action may be taken to lower them. In most countries at different 
times certain efforts have been made to this end by consumers’ organisations, 
by central and local governmental authorities, by the distributors and the 
producers — in fact, all the parties concerned — either separately or by co-oper- 
ation amongst themselves. Some methods do not involve any changes in 
the organisation of distribution, but consist in removing the imperfections of 
the market — from both the consumers' and the producers’ side which were 
indicated above as partly responsible for excessive costs. Others relate to the 
improvement of individual services such as transport and marketing accommo- 
dation; and still others involve important changes in the organisation of di.stri- 
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bution. Their importance and success naturally vary considerably between coun- 
tries according to the general state of industrial and agricultural development. 

Among the efforts made to reduce retail price, not involving changes in 
the organisation of distribution, may be noted the " fair price campaigns — 
one example of which is described in the section in the Report relating to Ger- 
many. Investigations into various markets had led to the discovery that local 
variations ascertained in retail prices of similar quality goods were not attrib- 
utable to differences in the objective conditions — in costs of labour, or transport 
or rents. One of the main reasons, instead, was the consumer’s lack of knowledge 
of the market — due either to his preference for a particular retailer or to 
his desire to shop at the nearest dealer. In consequence it was thought that 
if a responsible body were to examine the conditions of the market and deter- 
mine “ fair " or “ objective ” prices and then pubHsh and publicise these by 
means of the daily press and the wireless, the consumer would be in a better 
position to judge whether he was paying reasonable prices or not, whilst the 
retailer who was banking upon his customer’s ignorance of the market to charge 
excessive prices would find a change in policy appropriate. Such a campaign 
was begun in Germany at the end of 1929 and very shortly had notable 
effects in reducing the average level of retail food prices and, ipso facto, the 
wholesale-retail margin. It may be suggested therefore that the first imperfec- 
tion of the market noted in the preceding section need not be regarded as 
irremoveable. However, it is well to point out that in general the retailers 
who charge excessive prices owing to the customers’ lack of knowledge are not 
those who sell in the poorest quarters of a town; a lowering of prices by this 
method would not necessarily appreciably benefit the undernourished sections 
of the population. 

The problem raised by the second type of imperfection — that of controlling 
monopoly or monopolistic tendencies in the food trades — is obviously not one 
that can be treated fully here. We may note however that though in most coun- 
tries the main forms of monopoly are today tolerated by law, attempts are con- 
stantly made — with varying success — to prevent their exploiting their advantages 
to the full. The chief method — apart from rendering certain practices illegal — 
to which we may here refer is the setting up of public or semi-public bodies to 
maintain a watch over the price policies of distributors or distributors’ organis- 
ations for the consuming public’s benefit. In most cases such bodies do not have 
executive powers but merely the power of reporting to and advising the relevant 
Ministry as to action which is desirable from the consumers’ standpoint. In 
the United Kingdom e. g. the Food Council was set up in 1925 ** To investigate 
and from time to time to report to the President of the Board of Trade on such 
questions as by reasons of complaints from persons interested or otherwise 
appear to the Council to require investigation in the interests of consumers or 
traders, or are referred to them by the President of the Board of Trade, relating 
to the supply or price of articles of food of general consumption... ” Up to March 
1937 it had made 25 reports, referring to bread, tea, milk, market garden pro- 
duce and meat. At various times when distributors associations have desired to 
raise their prices the Council has itself investigated the justification of the change 
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proposed. It is of interest to note also that the Agricultural Marketing Acts 
which have marked a new epoch in British agricultural policy also provided for 
the setting up of Consumers’ Committees with similar functions. It is however 
evident that the success of all such bodies depends both on the powers which are 
given to them and on the consideration they receive at the hands of the final 
State authorities. 

We have seen that the criticism is often made that the increased services 
rendered to the consumer by the retailer have tended to increase distribution 
costs considerably since the war; it may asked therefore whether and in what 
directions it is possible to eliminate superfluous services. There are indeed many 
difficulties in this connection, not the least being the necessity for co-operation 
among retailers. Granted this co-operation however — which should not be im- 
possible of attainment — the retailer might at least restrict two services, namely 
the delivery of the goods at the consumers’ domicile and the granting of credit. 
Both of these services to-day are rendered in general indiscriminately to all cus- 
tomers who wish to take advantage of them. In general however not all the 
customers avail themselves of them; nevertheless since the general practice is to 
charge the same prices to credit customers and customers who have their pur- 
chases .sent home, the cash customers and those who carry the goods home them- 
selves are obliged to contribute to the costs of the services rendered to others. It 
is clear therefore that at least one important step in reducing such services would 
be to charge for them. There are indeed psychological difficulties in putting such 
a system into practice. Whether they can not be overcome by appropriate 
public educational campaigns need not be discussed here. 

If the consumer is to be encouraged to make an effort to be economical, so 
too the distributor. In some countries much progress has been made by the 
individual entrepreneur in reducing costs by the elimination of waste, the better 
use of labour, transport and space; in others, much ground has to be covered. 
The smaller retailer, who often takes to his trade because it does not require spe- 
cial training or qualifications often appears to lack knowledge of the best methods 
of organising his affairs. The lyinlithgow Committee indeed reported, in regard 
to the fruit and vegetable trade in the United Kingdom, that “ a large number 
of retailers lack business training and efficiency in the conduct of their business ” 
and calculated that by improved methods they could reduce prices b)’ “ over 
one twelfth ”. It does seem that even to-day there is scope for the undertak- 
ing of detailed studies of the organisation of small enterprises with a view to the 
propagation of improved methods. 

More radical methods than such as the above have frequently been proposed 
and put into practice. On the one hand producers have organised co-operatives 
to carry out the whole process of collection and placing on the wholesale market. 
On the other hand retailers attempt to avoid the private wholesale dealers by 
organising a wholesale co-operative. And again, consumers have joined retail 
co-operative societies whose aim is to eliminate retail profits from the consumer's 
price. The co-operative efforts have had an undeniable success in many trades. 
Sometimes these attempts to eliminate the middleman ” arise spontaneously, 
quite often however they result from public encouragement in the form either 
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of propaganda and instruction or of more concrete assistance. The co-operative 
form of organisation evidently possesses certain advantages through the central- 
isation of marketing and the elimination thereby of many costs which would be 
incurred if each producer acted independently, marketing his own small quantities 
separately. Though co-operation has made considerable progress since the 
war, the question of how far the principle of co-operation can be extended today 
obviously deserves the careful attention of those who are interested in the reduc- 
tion of distribution costs. 

In the Report, in the study of distributive margins on bread in Germany 
it is suggested that economies could be made if bakers of a given district organ- 
ised co-operative factories which would manufacture all the standard types 
of bread whilst the baker would concentrate his production on the more fancy 
goods. According to the study from which the suggestion is taken, such methods 
had already been adopted in Denmark, with considerable success. This example 
as well as the post-war trends in the organisation of the distribution of milk 
sugggest that where an important part of the distribution process consists in the 
transformation of the raw foodstuff, that transformation may most economic- 
ally be performed centrally, and on a large scale. 

It will be seen that there are possibilities of appreciable reductions in costs 
provided that traders learn to co-operate. One of the main reasons for excessive 
costs noted in the preceding section was the overlapping of retailers’ services. 
Here again the remedy lies in co-operation among retailers — in co-ordinating 
their activities and dividing up their market. In most cases the large number 
of retailers in a given area would prevent the assignment of a given number of 
streets for order business to a single retailer — co-operation to that degree is 
hardly practicable. But the assignment of several streets to a group of several 
retailers would probably suffice to reduce overlapping and duplication whilst 
impeding monopolistic behaviour on the part of those retailers. 

Dess success has attended the efforts of individual farmers to carry out 
their own marketing themselves. Though the farmers thus avoid the middleman 
the fact that they have to divide their time and resources often tends to di- 
minish their efficiency both on the farm and in marketing. Nevertheless, where 
a large farmer creates a separate dependent marketing organisation this defect 
may be overcome. It is however unlikely — except in the case in which 
distribution costs are a small proportion of the value of the commodity— -that 
a farmer distributing directly his own wares is able to make the economies that 
concerns can make which are engaged in the distribution alone of the goods of 
many farmers. 

Such methods as the above by no means exhaust the list of possibilities of 
reducing the costs of distribution. No mention has been made, for example, of 
the possibilities of direct State action to remove certain indirect taxes and duties, 
to revise and reorganise transport rates, nor of all the many mechanical appliances 
which in various countries have been used to economise labour or shop space. 
That there are possibilities in these directions is almost self-evident. The aim 
of this section has been indeed, not to present an exhaustive list, but to show 
by a few examples that there are sufficient possibilities of reduction of distri- 
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bution costs to justify the belief which underlay the proposal of the League Com- 
mittee on Nutrition to the Institute to collect material on the distributive margin — 
the belief, namely, that research in this field combined with appropriate action 
•could contribute to lowering prices of necevssary goods to the consumer and con- 
sequently to the improvement of nutrition standards. The Report is only a tent- 
ative first effort in this direction; if it succeeds in stimulating further enquiry 
it will have achieved its purpose. 


A. Emanuel. 


THE NEW WHEAT POLICY IN FRANCE 


Summary: Period from 1929 to 1935 ~ Period from 1935 to August 1936 - The Law of 15 
August 1936 creating the National Wheat Office. — 1 . Market Ort^anisaiion: (i) Protection 
of the national market, (2) Organisation of the national market. — II. Measures concerning 
Production-, (i) I^xisting laws confirmed. (2) New measures. — Conclusion. 

The most important arable crop in France is wheat. Wheateii bread became 
years ago, and still remains, the basic food of the French poi^ulation. The 
French are large consumers of bread and a large proportion of the French 
population gains its livelihood from the cultivation of wheat. Under these 
circumstances successive French governments have not been able to do other 
than to intervene according to the conditions, sometimes in the interest of 
consumers, sometimes in the interest of wheat producers. In the past there 
was a fear of famine which was not without justification. In the years 
immediately following the Great War public opinion and public author- 
ities were concerned to check high costs of living. However, in spite of a 
reduction in the area sown to wheat domestic production quickly increased, 
as a result of an increase in yield due to .technical progress, to the pre-war 
level; while in the French colonies in Africa, whose territory was in ancient 
times the “ granary of Rome ”, wheat production developed rapidly. On the 
other hand wheat consumption per head tended to decline and the size of the 
French population had become stationary. In these circumstances the danger 
of overproduction of wheat became real, and it presented a serious problem in 
1929 when an abundant harvest coincided with a collapse of world prices, par- 
ticularly agricultural prices. 

The fall in the world prices made the competition of the imported cereals 
ruinous for French producers and practically prevented them from exporting 
wheat. 

From that time successive governments have taken various measures to 
help the wheat producer. The latest is the setting up, under the Law of 15 
August 1936, of the Wheat Office. This measure was taken at the moment 
when several conditions were about to be completely changed. Stocks had 
already been in large measure absorbed. From that time wheat prices on the 
major world markets recovered. It was followed by a poor harvest and a little 
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later by the devaluation of the French franc and a general rise in prices in 
France. So, in these conditions, it was frequently said that this measure 
to stabilise the price of wheat, taken in the interests of the farmers, in fact 
worked against them. 

The period between the crisis year 1929 and the date of the establishment 
of the Wheat Office can be divided into two distinct phases. 

Between 1929 and the end of 1934 the unsatisfactory measures taken by 
the government, which have already been dealt with in this Bulletin (l), led 
to the accumulation of an enormous stock of wheat. From December 1934, 
when a new wheat law, also studied in the article mentioned above, was passed 
the stocks tended to be absorbed partly as the effect of a policy which from 
the beginning of 1934 sought to control not only the market but also pro- 
duction, partly as the result of weather conditions. 


Period from 1929 to 1935. 

At the end of 1929 the import of wheat was indirectly limited through the 
limitation of the proportion of foreign wheat used in flour milling. At the begin- 
ning of 1930 recourse was had to the traditional but very inadequate measure, 
the increase of the import duty on wheat; the duty was raised to 80 francs, that is 
to say made equal to the price of wheat on the major world markets. In 1932 
customs duties on secondary cereals were raised. Almost at the same time the 
import of barley and bran was also limited, and at the beginning of 1933 maize 
imports were similarly regulated. But these measures came too late. The 
prices of secondary cereals had collapsed. The cheapness of other fodder supplies 
reduced the demand for wheat offals ; and these low prices made it the interest 
of the millers to extract from wheat the highest possible proportion of bread 
flour. On the other hand, the high price of wheat relative to that of other cereals 
encouraged farmers to take particular care in the growing of wheat, and there 
was perhaps here and there an increase of the area sown to wheat. Large stocks 
were accumulated the final disposal of which was doubtful. In the middle of 
June the price of wheat fell to 80 francs per quintal. 

The Law of 10 July introduced the principle of a minimum legal price. Fur- 
ther, it prohibited for two months the importation of soft wheat, provided for 
the creation of wheat stocks and for the reduction of the coefficient of extraction 
in the milling of bread flour, and established bounties on denaturation and on 
exports. In August 1933 the above mentioned policy of import quotas was 
applied to oats, rye, buckwheat, durra, millet, and canary-grass. There remained 
still some gaps to be filled up Thus, the import of rice which could be substituted 
for denatured wheat and wheat offals in animal feeding, has never in fact been 
limited. The competition of denatured wheat reduced the prices of secondary 


(i) Dr. H. Boker: “ The Wheat Policy of France Monthly Bulletin of Agricultural Economics 
and Sociology t Maxdi. 1935. 
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cereals, which continued to decline. Above all these measures like the previous 
ones had the major defect of affecting only the market and not production itself. 
The original plan of the Governement had indeed provided for the limitations 
of sowings, but this provision was not passed. In the final text there was only 
a provision for the obligatory declaration of the areas sown to wheat. Wheat 
remained the most attractive crop, since the growing of other cereals was highly 
unprofitable while wheat-growing left, at least for certain farms and in certain 
districts, a margin of profit for the farmer (i). At the legal price supply greatly 
exceeded demand. So that in fact the minimum price was not respected (2). 

It was only in the Taw of 28 December 1933 that there was a provision for 
a fine to be imposed on those farmers who do not follow the rules for crop rotation 
and who sow wheat on land which produced a wheat crop in the previous year. 
At the end of 1934 the price on the "black" market was between 75 and 
85 francs (3). 

The Taw of 24 December 1934 abolished the minimum price except for 
wheat from stocks. This abolition was accompanied by two series of measures^ 
the one aiming at the removal of the surpluses by means of denaturation and 
export, the other prohibiting the increase in vSowings. 


Period from 1935 to August 1936 ( 4 ). 

At first the farm price of wheat fell to 70 — -65 francs per quintal, according 
to the Bulletin of the Wheat Producers' Association. Tater it changed little 
until July, while the wholesale price at Paris remained almost stable at about 
79 francs per quintal. In July the price at Paris fell to 69 francs; but the fann 
price of wheat fell very much more and according to the Wheat Producers’ As- 
sociation wheat on the farm was sold on i August for only 50 francs. The spread 
between the price on the farm and the wholesale price had thus increased very 
much. Certain farmers, pressed for money, were compelled to sell at disastrous pri- 
ces immediately after the harvest. An attempt was made to finance the harvest. 


(1) According to the Central Office for Accountancy and Rural Kconomics, on the large farms 
of the Soisson district wheat and sugar-beet were the only crops which yielded a profit in the season 
* 930 ' 3 i' M. Fert6, president of the Office for Agricultural Accountancy in the Soissons district, cal- 
culated that from 1927 to 1931 the cost price per quintal for wheat amounted to 161.38 francs, the 
average sale price per quintal of wheat in Paris in the seasons 1930-31 and 1931-32 was 172 and 161 
francs respectively. But the cost price varies from region to region and even from farm to farm. 

(2) The World Agricultural Situation -in 1933-34, International Institute of Agriculture 
Rome, 1935, pp. 182-3. The World Agricultural Situation in 1934-35, International Institute 
of Agriculture Rome, 1936, p. 237. 

(3) Pierre Fromont: “ La production agricole ” in tlie year book for 1935 published by La 
Revue d* Economic politique in May- June 1936. 

(4) For this period we have used this study by Professor FIiomont in the year-book for 1935 
published by La Revue d'Economie politique in May-June 1936 and “ Le nouveau statut du ble en 
France ** by M. Roland Maspbtiol in Revue iconomique internationale, February 1936. 
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The Bank of France agreed to give its assistance to agricultural credit banks 
in order to allow them to make loans to farmers which should allow the latter to 
space out their sales. The Decree-Law of 30 October 1935 abolished the tax on 
production; in doing so it merely recognised the financial failure of the tax. 

The same decree-law sought to solve the problem of absorbing possible 
surpluses from the wheat har^’^est. It maintained in force the measures pro- 
vided in the Law of December 1934; but it facilitated the putting into oper- 
ation of these measures by providing for the collaboration of a committee com- 
posed of producers’ representatives on the one hand and an equal number 
of representatives of corn merchants and millers on the other hand. Moreover 
this particular problem had become less urgent: stocks has already fallen and 
the 1935 harvest was not good. From the end of August prices of wheat 
rose. The farm price reached a maximum of 78 francs per quintal in Septem- 
ber, and in December was 70 francs that is to say about the same level as in 
the previous January. Wholesale prices in Paris also reached in September 
a maximum of 84 francs per quintal, and in December were 78 francs, a level 
only one franc below that of the previous January. The price of wheat con- 
tinued to rise during the first half of 1936. The farm price according to the 
Bulletin of the Wheat Producers' A.ssociation, was 80 to 82 francs in January, 
88 to 92 francs in February, 100 to 102 francs in March, 93 to ^97 francs in 
April, and 96 to 87 francs in May, which is twenty per cent, above the price 
for May 1935. 

But the increase in the spread between the farm price and the wholesale 
price which occurred in August 1935 caused great discontent among the farm- 
ers. Some of the farmers appealed to the State to intervene more energetic- 
ally (i). Others hoped for a vSolution on corporative lines and expected much 
from an organisation of agriculturists (2). The agrarian party demanded the 
creation of an Assembly which should discuss and decide upon economic questions 
and participate with the Parliament in the making of laws. However, the 
General Association of Wheat Producers demanded a trade organisation such 
that the producers themselves could arrange, should it be necessary, for the 
elimination of possible surpluses. The procedure established by the Decree- 
Law of October 1935 seemed to mark a first step in this direction. 

The Wheat Office figured in the programme of the “ front populaire. '* 
It cannot be said, however, that this represents economic planning in the strict 
sense. Actually it was not a question of a general plan for agriculture; the 
Wheat Office represented a very partial State control which was concerned only 
with wheat, the price of which is by tradition considered as the symbol of the 
economic position of French farmers. The election of May 1936 gave a majority 


(i) Professor Hornbostfx was favourable to these claims and advocated the establishment by 
the Government of a fixed price for wheat. See his pamphlet published at the end of 1935 
Peut-on stabiliser le prix du bl 6 ? Une solution corporative en harmonic avec lTnt 6 rfit g 6 n 6 ral 
{2) Jean Sirol: “ Le caract^re actuel de la arise agricole et en partlculier de la crise du bl 6 en 
Prance Revue d'iconomie politique, January-February 1936. 
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to the front populaire The new government took office in June. Almost 
immediately afterwards was passed the Ivaw of 15 August 1936 wich created the 
National Wheat Office. ’ 


The Law of 15 August 1936 creating the National Wheat Office. 

The main duty of this Office is to fix a price for wheat and to keep stable 
the price for any particular harvest. It supervises the wheat market, and regu- 
lates the trade in and production of wheat. 


I. — Market Organisation. 

(i) Protection of the National Market. 

It is possible to maintain within a country a price superior to that on 
the world market and to regulate the national market, only if this market is 
isolated. This has in fact been for many years the position of the French 
wheat market. • It mUvSt be pointed out, however, that French policy contin- 
ually vacillates between the idea of a national market and the idea of an 
imperial market, and neither of these conceptions has been exclusively adopted. 
The Law of 1936 did not affect this isolation of the French market. The monop- 
oly of foreign trade which it gave to the Wheat Office is nothing more than 
the logical conclusion of the quota policy. The instrument for this policy is 
most generally that of import licences, often issued by the intervocational com- 
mittees which function under the control of the Government. The Decree of 
10 November 1931 created an intervocational committee for wheat. This was 
given the duty to issue import licences during the period when the import of 
foreign wheat was allowed within certain limits. It also issued after 1932 import 
permits for wffieats imported under the system of temporary admission (i); this 
system represented a gap in the protective policy which w^as all the more 
serious as it prevented production in the French colonies in Africa from being 
attracted to hard wheat and strong wheat which are not produced in the home 
country. The quotas for Moroccan wheat and alimentary pastes were in accord- 
ance with an agreement made in 1932 for a period of five years by the 
producers’ associations in France, Algeria, and Morocco. 

The Law of 1936 gave to the Wheat Office scarcely any really new^ func- 
tions; its main effect was to transfer to the Wheat Office functions wdhch until 
then had been divided between the Government and the intervocational Com- 
mittee which was dissolved shortly after the setting up .of the Wheat Office. 
This new office is administered partly by a Central Council created by the 


(i) The world Agricultural Situation in 1932-33, International Institute of Agriculture, 
Rome, 1934, p. 178. 
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Ivaw of 15 August 1936 and composed of 51 members, 29 of these being wheat 
producers, while most of the other members apart from 4 high officials represent 
millers, bakers, etc., and consumers; and partly by a director nominated by the 
Government and having under his control a staff taken from the Ministry of 
Agriculture. The Central Council decides what amount of wheat can be im> 
ported, and in the case of overabundant harvests, what amount should be export- 
ed. These decisions along with the fixing of the price of wheat, that is to say 
in practice all the important decisions, need a quorum of four fifths of the mem- 
bers and a three quarters majority. When the required quorum and majority 
are not obtained the decision is taken by the Government. 

The Central Council of the Office decided that for the time being there was 
no reason to allow the import of foreign soft wheat (i). The bureau of the 
Office gives import permits for hard wheat, rye, and alimentary pastes made 
from wheat. The import of rye is, however, at the moment forbidden in France 
except in the case of rye for seed which is allowed up to a limit of a quarterly 
quota of 10,000 quintals (2). It also issues permits for the export and import 
of wheat, flour, and semolinas, and food pastes, under the new system of 
temporary import which is nothing else than the old customs system of tem- 
porary admission, suppressed and at the same time reestablished under a new 
name by the haw of 15 August 1936 (3). Finally, the Central Council of the 
Wheat Office gives advice to the Minister of Agriculture on the determination 
of the quotas for wheat and Moroccan semolina admitted free of duty into 
France and Algeria. 

It is clear that the Office does not handle foreign trade. It does not di- 
rectly conduct any import or export transaction; it confines itself to authorising 
and supervising these transactions. 


(2) Organisation of the National Market. 

The Central Council of the Office fixes the price of wheat after having ex- 
amined the suggestions of the departmental committees which are for the depart- 
ments somewhat the same as the Central Council is for the national area. It 
takes this decision under the same conditions of a quorum of four fifths and 
a majority of three quarters which we have already described in connection 
with the determination of the import and export quotas. If these reqnire- 


(1) Government Measures Affecting Agricultural Prices, No. 9, 3rd year, 1937, France, 
page 23, International Institute of Agriculture, Rome. 

(2) Government Measures Affecting Agricultural Prices, No. 7, 2nd year, 1936, France, 
p. 115, Quota for the fourth quarter of 1936. International Institute of Agriciilture, Rome. 

(3) See article 16 of the I,aw, and the parlamentary debates on this subject (especially Journal 
officiel of 2 August 1936). See also Government Measures Affecting Agricultural Prices, 
No. 7, 2nd year, 1936, France, p. 119, International Institute of Agriculture, Rome. 
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ments are not obtained the decision lies with the Oovernment. This solution 
is the result of a compromise between the Government and the two Chambers. 
At first, the Government, supported by the Chamber of Deputies, required una- 
nimity for decisions of the Office on price questions; the Senate, on the other 
hand, wanted such decisions to be taken on a simple majority. The price thus 
fixed applies to wheat of sound quality, free from impurities, and merchantable, 
and weighing at least 72 kg. per hectolitre. Deductions and allowances are 
made for wheat of poor and extra good quality respectively. 

The Central Council unanimously fixed the price in September at 140 francs 
per quintal with a monthly premium of i franc up to and including January, 
and of 1.50 francs from then until the new harvest. This premium does not 
appear too high if it is born in mind that at the present time in France the 
rate of interest is relatively high. According to the General Wheat Producers' 
Association this unanimous decision is the result of a compromise. The pro- 
duction tax that has been reestablished reduces on the other hand the net 
profit of the grower. It is. however, true that it only applies to producers of 
more than 100 quintals, and, moreover, deduction is made for wheat exchanged 
for flour or bread. This price is uniform for the whole of France. If the text 
of the law does not expressly forbid changes in the wheat price during the 
year, it is clear, as the Minister for Agriculture, M. Monnet, pointed out in a 
recent speech, that this was the intention of the authors of the law. It is a 
rigid .system. In order that it may be just it is essential that there shall be 
monetary stability. Now it is well known that this condition was not realised, 
since the French franc not only fell, as a result of depreciation, in value rel- 
atively to foreign currencies and gradually approached the lower limit of the 
anticipated parity, but also rapidly depreciated in terms of domestic goods after 
these events. It is generally agreed, however, that the official wheat price 
rules and that the new legislation has over the minimum price law of 1933 at 
least the advantage that “ black ” markets are much less common. The orig- 
inal plan of the Government provided that all the seasons’ output should be 
bought by the co-operative societies for the purchase, stocking, and sale of 
wheat, but although during recent years the co-operative movement has become 
very widespread among wheat producers in France it was recognised that its 
size was not yet sufficiently great for these societies by themselves to undertake 
this function. Recourse had to be had to the services of grain merchants. 
The assistance of commerce remains at the moment indispensable if only by 
reason of the lack of store-houses. -The millers could no longer buy directly 
from the producers who had to sell their wheat either the co-operative societies, 
or to the grain merchants from whom certain guaranties were however required. 
The fulfilling of these obligations is controlled by means of receipts which should 
accompany the wheat from the store to the mill. Where there is a direct de- 
livery from the producers granary to the mill this delivery has to be authorised 
by the co-operative society whose authorisation takes the place of the trans- 
port permit. While taking these measures and providing for the stocking and 
export of surpluses the law took precautions against further overproduction. 
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II. — Measures concerning Production. 

Some of these measures simply confirm existing laws; others, in general 
more indirect, are new. 


(i) Existing laws confirmed. 

Increase of the area sown with wheat is still prohibited. This measure is 
however difficult to apply. In order to make it effective it would be necessary 
to know exactly the area sown to wheat, and there is in France no exact inform- 
ation about this. Obligation to declare the area sown to wheat was imposed by 
the lyaw of 10 July 1933 and a similar obligation in respect of the amount of the 
harvest was made by the I^aw of 24 December 1934. The Taw of 15 August 
1936 recjuired the publication of these declarations. The trouble is that in P ranee 
farmers rarely know exactly what is the area they cultivate. Further, in the 
case of tenant farmers there is always a tendency to minimise the size of the 
harvests declared in order not to give the owners a reason for increasing the 
rent. 

M. Marcel Donon, at that time rapporteur of the Committee for Agriculture, 
declared at the sitting of the Senate 29 June 1934: “ the farmers have hardly 
accepted the idea of the obligatory declaration The obligatory declarations 
of the areas sown to wheat, required by the law, gave a figure of 3,820,000 
hectares while the official statistics of the Ministry of Agriculture gave 5 » 342 /^^^^ 
hectares. It is certain that the areas declared in the town halls did not corres- 
pond with the actual areas. The statistics of the Ministry of Agriculture, 
moreover, have not a very great value on this particular point. 

It is difficult to check the declarations of the farmers. In France the land 
register is already very old and out of date. 

It is in process of being brought up to date but at the present time the 
work it not nearly finished and it is probable that for a long time it will be 
much more difficult to obtain exact knowledge of sown areas in France than 
it is to. obtain similar knowledge in new countries and with recent land registers. 

(2) New measures. 

The system of transport permits instituted by the Taw of 15 August 1936 
allows the checking if not of the declaration of areas sown, at least of the 
size of crops. 

In the 1937 season if there are surpluses the amounts that the Wheat Office 
decides to stock and to export will be provided by farmers selling more than 
50 quintals, pro rata to the average of their last three crops and the price can 
not be more than 20 per cent, less than the price fixed for the national output. 

From the 1938 season there will be established a wheat production quota for 
each producer selling more than quintals. Those among them who produce 
more than this quota will have to sell the surplus to the Wheat Office through 
the co-operative society to which they make deliveries, for stocking and export. 
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The Office will pay for the surpluses at a price reduced by an amount determined 
by the Central Council. It is hoped that this difference between the price for 
surpluses and that for quotas fixed in accordance with normal sowings will make 
the wheat producers keep to these quotas. Above all it is hoped, since the 
increase in the area sown was probably not the most important cause of overpro- 
duction, by this means to make the farmers refrain from sowing the most pro- 
ductive types of wheat (i). 

The hope is that varieties with a lower but more uniform yield will be more 
generally grown. As varieties with a large yield are sought above all by the 
large farmers of the Isle de France it is hoped that the law fixing a given produc- 
tion for producers of more than 50 quintals will be sufficiently effective. The 
future will tell whether or not it is so. To achieve this aim would be a large 
step towards the solution of the problem of the French wheat market. 


Conclusion. 

But it is always necessary not to be too optimistic and not to forget 
that however commendable the measures taken the output and therefore the 
price of wheat will always depend to a large measure on weather factors and 
natural variations. For this reason even if it is possible to organise the market 
better than it was organised in the past, even in respect of wheat production, 
the desired stabilisation of the price of wheat in particular and of agricultural 
products in general will always be more difficult than the stabilisation of the 
prices of industrial products. Finally, it must never be forgotten that the 
stabilisation of prices is subordinate to monetary stabilisatioi^ and that without 
monetary stability the stabilisation of a given price is unsound. 

M. Apchi^. 
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General Trends. 

In the December 1934 number of this journal there appeared an article on 
the trend of the production and use of margarine in the most important mar- 
garine-using countries of the world. The purpose of the present article is to 
review further developments, these being of the greatest interest from the point 
of view of the fat supply and also of particular importance for the general agri- 
cultural economy. The margarine industry is an important consumer of agri- 
cultural products, and the by-products from the preparing of its raw materials 
are an important contribution to the supply of fodder; and this supply of fodder 
is an important factor in the increase of milk and thus of butter production, with 
which margarine is at times in strong competition. The relations between agri- 
culture and the margarine industry are thus most complex. 

In the first article we showed that the margarine industry increased rapidly 
after the end of the nineteenth century, when the industry had been in existence 
but a short time, as a result of the continuous increase in the demand for fat in 
industrial countries in North and Central Europe, a demand which could not 
be completely met either by home production or by the import of animal fats 
from overseas. Margarine was well adapted to consumption habits in these 
countries and soon became an indispensable food. 

We saw also that the margarine industry further increased in the post-war 
period, and that this was the result on the one hand of the severe shortage of 
fats after the war and the decreased power of large classes of people to buy animal 
fats whose prices had risen greatly, particularly butter; on the other hand it 
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was no less the result of the improvement in the quality of margarine and of 
the reduction in its price due to increased mechanisation of the production pro- 
cessand to the possibility of using cheaper raw material as a result of improvements 
in the methods of refining and hardening, and the result finally, in the later years, 
of an over-supply of raw materials. The competitive power of margarine was 
moreover increased by the amalgamation of the margarine industry which facili- 
tated the carrying on of systematic propaganda. The progress in oil processing 
allowed the choice of raw materials to be made more and more on the basis of 
price trend, and so the proportion of the products of tropical lands and of whale- 
oil to the total raw materials increased continuously. 

As long as there was a good market at good prices for butter in North 
and Central European countries and in the United States, in which margarine 
production was almost entirely concentrated, there was in but few countries a 
strong opposition to the margarine industry from the agricultural interests of 
the country, in spite of the increase in margarine production. Legislation in 
almost all countries was concerned only with checking illegitimate competition 
by margarine with butter, and with checking butter adulteration. Margarine 
filled up a gap in the fat supply in many countries. As the development of the 
production of animal fats was not proportional to the increasing needs severe 
measures did not come into consideration. About 1929-30 the position began 
to change. The increase in butter production, the intensification of the crisis 
and the resulting fall in purchasing power, the decline in butter exports, and the 
fall in butter prices, led to an increase in the competition between margarine 
and butter. The result of the fall in the price of butter was, on the one hand, 
that butter was again able to a greater degree to compete with margarine, and, 
on the other hand, that governments took numerous measures to protect the milk 
industry, measures which in a large part were inimical to the margarine industry. 

The variety of the measures taken in the several countries show how different 
are the conditions of the fat supply in different countries. In some countries 
there was an increase in the tax on margarine and in the customs duty on marga- 
rine and raw materials for its manufacture, in others colouring was forbidden, 
production quotas established, with or without a quota for the import of oil raw 
materials, the use of margarine for certain purposes forbidden, and in some 
cases there was even a prohibition of the production and use of margarine. In 
certain countries with an excess production of butter a system of compulsory 
mixing of butter with margarine was established. 

Agriculture .was opposed to the margarine industry particularly on the 
ground that this industry used raw materials drawn in large measure from 
foreign countries while home-produced oils and fats could not find a satisfac- 
tory market: The objection of agriculturist in important margarine-producing 
countries was directed against the use of the products of tropical or sub- 
tropical lands with low standards of wages or with highly mechanised pro- 
duction, and against the excessive use of whale-oil. In many countries the 
regulation of the fat industry was regarded as a vital question fot agriculture. 

It was further shown in the previous article that under the influence of the 
conditions at that time many far reaching demands were made. We expressed 
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however, the view that in most of the countries concerned it was not possible 
to contemplate far reaching permanent measures, since, an excessive increase in 
the price of margarine and an excessive decrease in the amount produced would 
reduce to an intolerable degree the fats supply of large classes of people, but 
that on the other hand it had to be taken into account that it was impossible to 
expect that over a long time there could be in most of these countries an un- 
limited free competition between margarine and products of agriculture and that 
the output of the margarine industry would have to be so adjusted as not to 
destroy the marketability of animal fats. By studying the development of the 
last two years we shall now attempt to discover to what extent actual develop- 
ments support the statements made in the previous article. 

Margarine Production in the last few years. 

The decrease in margarine production which had already begun to take 
place in several countries in 1930 continued in certain countries only until 1933. 

1934 there was in several countries a considerable increase in production which 
in 1935 became general for all the important margarine-producing countries. 
It soon became evident that a change had taken place in the conditions of the 
fats market which was the result of a poor output of the raw materials of the fat 
industry, a smaller production of animal fats due to a poor output of fodder, and 
a compulsory reduction of output on the one hand, and of an increased demand 
due to increased employment on the other hand. The significance of margarine 
in the fats supply in the large European industrial regions was again made 
evident. 

In several countries the measures regulating the margarine production 
which were taken during the crisis years were gradually relaxed, but in only 
a few cases was unlimited production re-established. Among the large margarine- 
producing countries only Great Britain took no special measures limiting marga- 
rine production. The reason why production was decreasing even there after 
1930 was the lower butter prices. When the price of butter rose in 1935 marga- 
rine production increased. In other countries it was still sought to adjust pro- 
duction to the market for home-produced animal fats. It is doubtful whether 
the measures in force at t^e present time in these countries are in many cases 
appropriate. More than in the previous years the question of margarine pro- 
duction is today in the several countries no longer an isolated question but part 
of the general problem of fats supply. 

As regards the kinds and source of supply of raw materials used by the mar- 
garine industry, the tendencies existing for many years are still evident at the 
present time. However, in particular cases there have been important changes. 
The use as raw material of land-animal oils and fats temporarily increased in 
countries where it was compulsory to mix butter with margarine, especially in 
Holland. But in general there was further decrease in the use of animal oils 
and fats. 

The percentage of these fats in the total quantity of oils and fats used as 
raw materials in the margarine industry in the United States fell from 72 per 
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cent, in 1913 to 27 per cent, in 1929 and to between 8 and 9 per cent, in 1936, 
in Germany it fell from over 50 per cent, in 1913 to 5.75 per cent, in 1928 and 
to 3.53 per cent, in 1933, in Great Britain from ir per cent, in 1927 to 7 per cent, 
in 1935, and in Denmark from 77 per cent, in 1905 to 18 per cent, in 1913, to 
7 per cent, in 1928 and to 6 per cent, in 1935. For the important margarine 
industry of Holland, which' is of special international importance, similar figures 
cannot be given since in Holland statistics on the use as raw materials of oils 
and fats from land animals and from sea animals respectively are not separately 
presented. 

The smaller use of animal oils and fats in the margarine industry was due 
either completely to the increased use of vegetable oils and fats, as was the case, 
for example, in the United States, or to the further increase in the use of whale-oil, 
as was the case in the most important European margarine-producing countries. 

The kinds of vegetable oils and fats used vary from country to country, 
as we shall see in the subsequent consideration of individual countries, and is 
subject within a particular country to considerable fluctuations due to changes 
in the relative prices of the various raw materials that can be widely substituted 
for each other. 

The importance that now attaches to the use of whale-oil can be seen from 
several facts. The percentage of whale-oil in the total quantity of oils and fats 
used by the margarine industry increased in Germany from 9.8 per cent, in 1924 
to 15.9 per cent, in 1928 and to 39.1 per cent, in 1933, rose in Great Britain 
from 17 per cent, in 1928 to 37 per cent, in 1935, in Denmark from 1.5 per cent, 
in 1924 to 10.6 per cent in 1928 and to 22.7 per cent, in 1935 » and in Norway 
to 24.7 per cent, in 1925. The margarine industry of the United vStates, on the 
other hand, used no fish- and whale-oils. 

The amount of whale-oil used in the last few years has thus not only not de- 
creased but has actually increased. There is today no question of reduction 
of the import and use of whale-oil, so widely discussed during the crisis years; 
on the contrary, other countries besides Norway and England, especially Ger- 
many, Japan, and Russia, are now seeking to increase their share in the output 
of whale-oil. Only the fear that through too intensive exploitation the supply of 
whale-oil may be exhausted and whale fishing become unprofitable has induced 
several countries to agree to a limitation of the output of whale-oil. After the 
exceptionally large output of whale-oil in the years 1930-31 had resulted in a 
complete collapse of prices, the Norwegian whale fleet and a large part of the 
fishing fleet of other lands, which however were relatively of minor importance, 
did not go to the whale fields; and in each year from 1932-33 the output was 
limited by an agreement between the most important countries concerned, on 
at first the length of the whale fishing season and, later, the number of whale- 
catching ships to each floating factory. With about 2.6 million barrels in 1932-33 
and in 1933-34, 2.7 millions 1934-35, 2.9 millions I935“36 and probably 2.6 millions 
in 1936-37 the output of whale-oil remained considerably lower than the record 
figure of almost 3.7 million barrels reached in 1930-31. On the initiative of the 
British Government there met in Eondpn at the end of May 1937 ^ Conference 
to regulate whaling for 1937-38. The discussions led to an agreement signed by 


Table I. — Production of Margarine and other Artificial Fats. 

(In thousands of quintals). 
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the representatives of Norway, Great Britain and Northern Ireland, the Argentine 
Republic, the United States, the Union of South Africa, Australia, Germany, the 
IrivSh Free State, and New Zealand, Canada and Portugal were represented at the 
conference by observers. It is hoped that these two countries and also Japan, 
which was the most important country not represented, will be parties to the 
agreement if not in this year at least in subsequent years. This agreement, 
which is much more far-reaching than the Geneva agreement of 1931 and the 
subsequent understanding between Great Britain and Norway, will be in force 
in the first instance until 30 June 1938. In the agreement there are no new 
principals adopted. For pelagic whaling, that is whaling carried on by whale- 
catching ships attached to floating factories, there will be a close season for nine 
months of the year, except in the first year of the operation of the agreement 
when the open season will be extended by one week. Whaling at land stations 
is to be subject to a six months close season for each station. North of 40 deg. 
Southern Uatitude as far as the Equator, and in wide areas North of the Equator 
whaling is absolutely forbidden. vSouth of 40 deg. Uatitude South floating fac- 
tories and whale catching ships can in general operate only from 8 December 
to 7 March. Certain species of whales whose extinction is already threatened 
are protected absolutely, and so are all whale calves and female whales attended 
by calves. It is also forbidden to kill whales of less than a certain length. Caught 
whales must be completely utilized. 


Table II. — Output of Whale-oil. 

(In thousands of barrels) (1). 


Year 

for all 
countries 

Norway 1 

1 

Great ' 

Britain 

Arj^entina 

Japan 

United 

.States 

other 

countries 

1909- TO 

(2) 284 

180 

64 




40 

1912-73 

(2) 766 

590 

133 

— 


— 

43 

1919-20 

407 

2 II 

137 

— 

— 

...... 

59 

1924-25 

1 ,040 

597 

347 

— 

— 

— 

99 

1925-26 

EL 53 

663 

380 

— 

...... 

. — 

1 10 

1926-27 

1,192 

689 

3«9 

— 


— 

I14 

1927-2S ..... 

1,321 

799 

400 

— 

— 


122 

1928-29 

1,886 

1,210 

513 

97 

7 

3 ^> 

23 

1929-30 

2,799 

1,796 

857 

95 


30 

21 

1930-31 

3 /^S 7 

2.317 

1,131 

88 

16 

i 50 

85 

1931-32 , . . . . 

916 

29 

804 

49 

20 

14 

— 

1932-33 

2,597 

L317 

1,1 80 

55 

22 

13 

10 

1933-34 

2.573 

1,254 

1,190 

66 

23 

25 

15 

1934-35 

2,691 

1,239 

1,289 

53 

42 

25 

43 

1935-3^^ 

2,871 

1,163 

1.239 

75 

74 

81 

(3) 239 


Source: “ Inteniational Whaling Statistics ’* Edited by the Committee for Whaling Statistics 
appointed by the Norwegian government; Oslo 1930-1936. 

(i) I barrel — 1/6 ton; 1 ton 1016 kg. — (2) without the production of Soutli Pacific and 
Japan for which there are no figures. (3) Of which 205,801 barrels are from Panama, 18,238 from 
Russia, 8,789 from Chili, 2,972 from Denmark, and 3,415 from Iceland. 
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The aim, expressed in the agreement, to make the catch correspond to the 
natural increase will, provided that the agreement is kept and later extended, 
not only assure the profitability of whaling but also eliminate an important dis- 
turbing factor in the market in fats. 

Another tendency in the margarine industry in several countries was the 
increase in the use of imported raw materials during the last decades. This was 
undoubtedly a natural result of the insufficient output of oils and fats in the most 
important margarine-producing countries. The home production remained more 
and more below the increasing need, and the production of margarine was the 
cheapest way of providing the balance. A change in this position occurred first 
at the beginning of the crisis. The raw material imported for margarine produc- 
tion not only supplied the unsatisfied needs but also checked the use of home- 
produced oil and fats, the production of which was thus made unprofitable. 
Oils and fats from tropical and subtropical areas with low costs and from areas 
with low wages or mechanised production, and fish- and whale-oils, provided a 
competition which the products of agriculture and above all of peasant agriculture 
of more highly developed countries could not meet. In Germany, the country 
with the largest output of margarine, the percentage of home-produced oils and 
fats in the total oils and fats used as raw materials by the margarine industry 
was in 1932 between 2 and 3 per cent. Now, Germany is a country with a large 
demand for oils and fats and with a home production of fats covering only about 
half of the domestic demand for food fats, but the position was the same in other 
countries with larger home production, large unutilised possibilities of further 
home production, and already having difficulties in marketing home-produced 
oils and fats. The best example of this can be found in the United States. 
Here home-produced oils and fats as a percentage of the total oils and fats used 
as raw materials by the margarine industry fell from 74 per cent, in 1919 to 51 
per cent, in 1926, to 35 per cent, in 1930 and finally to 25 per cent, in 1933. 

This increase in the use of foreign oils and fats has during the last few years, 
in several countries been not only checked but also partly reversed b}^ a widely 
extending regulation of the fats market. Dependance on foreign sources for a 
large part of the fats supply is in many countries considered to be very undesirable 
from more than one point of view. Systematic measures were taken to regulate 
the fats supply. A reduction of the use of foreign raw materials was achieved 
in several countries by making it temporarily compulsory to add butter to mar- 
garine. In other countries there is compulsion to use other home-produced raw 
materials, or a tax preference in their favour. Particularly interesting from 
this point of view is again the position in the United States. Through the joint 
operation of several measures, customs, special levies and taxes, on imported 
raw materials or on margarine produced from these raw materials, the proportion 
of home-produced oils and fats increased from the figure of 25 per cent, to which 
it had fallen in 1933 to 43 per cent in 1934-35 and 47 per cent, in 1936. 

The increase in the use of whale-oil was the result not only of the smaller 
supply of oil raw materials on the world market but also of the attempt to 
make the fats supply independent of imports from foreign countries. Other 
countries joined, sometimes at considerable costs, with Norway and Great Britain 
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in the whaling industry as it was thus possible to obtain a raw material not con- 
trolled by a foreign state and which did not inVolve the use of foreign exchange. 

Table I shows not only the output of margarine but also the output of arti- 
ficial food-fats (lard compound, pure vegetable- and similar food-fats) and thus 
presents a general picture of the total output of artificial fats. From the point 
of view of their manufacture there are close connections between the different 
kinds of artificial fats. The country most important in the production of the 
so-called artificial food-fats is the United States. In the fat supply of this coun- 
try lard compounds are much more important than margarine. Thus in 1934 
the output of lard compounds was 5.2 million quintals against an output of 1.2 
million quintals of margarine; and when in the following years the output of 
margarine increased, that of lard compounds probably also increased. Also in the 
United Kingdom the production of lard compounds has a certain importance; 
here production has increased very considerably during the last ten years and 
even during the crisis, and particularly after the reduction of the import of lard 
from the United States in 1935-36. The next most important producing country 
is Russia, where production was first undertaken in 1931- Ii^ other countries 
referred to in the Table lard compounds and other similar artificial food-fats 
constitute only a small part of the total output of artificial food-fats. This is 
certainly not to say, however, that this production is of only small importance; 
it is important especially locally, for like margarine consumption the use of other 
artificial food-fats is often concentrated in particular regions. In all countries 
production has increased in the last few years. Where production increased 
even during the crisis years this may be partly attributed to restriction of margarine 
production. In general, however, these food-fats, on account of their quality, 
compete less with butter and margarine than with lard and salted fat pork. This 
can be seen for example in the case of the United vStates. 

This is a brief summary of the most important tendencies in the margarine 
industry which have been in operation in the last few years. We shall now make 
a more complete survey of the developments in the most important margarine- 
producing countries. 

The Trend of Margarine Production 
in the most important Producing Countries. 

United States. — The production and sale of margarine in the United 
States is subject to severe limitations imposed by both the Federal Government 
and the governments of the individual states. The first law passed by the Federal 
Government was the Oleomargarine Act of 1886 which made it compulsory to 
designate margarine “ Oleomargarine and which imposed special occupational 
taxes of 600 dollars on margarine producers, of 480 dollars on wholesale deal- 
ers, and 48 dollars on retail dealers, and further a stamp tax of 2 cents per 
pound, payable by the producer, and an import duty of 15 cents per pound. 

The Oleomargarine Act was subsequently amended six times. In 1902 the 
stamp tax was raised from 2 cents to 10 cents per pound for coloured margarine 
and to ^ cent per pound for uncoloured margarine. At the same time the spe- 
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cial occupational tax was reduced in respect of uncoloured margarine to 200 
dollars on wholesale dealers and to six dollars for retail dealers. Another im- 
portant amendment came in 1931. The 10 cents tax on coloured margarine was 
made general" for yellow margarine since the tendency was increasingly towards 
the use of palm oil, soybean oil and yellow oleo-oil which produced a margarine 
with a natural yellow colour. The result is that margarine must in practice 
have a white colour in order to avoid the higher taxes. The Act did not in fact 
forbid the packing of small quantities of colouring matter in manufacturers^ 
original packages. Also the method of colouring may be stated on the package 
provided that there is also a statement concerning the conditions under which 
the colouring process is allowed without breaking the law. According to a 
Regulation from the United States Bureau of Internal Revenue the following 
persons may colour margarine: 

A private individual for use of his own family, household servants, and 
“ non-paying guests; 

" All institutions under complete control of the United States, a state or 
political subdivision thereof for use of inmates or employees of such institutions; 

Co-operative clubs or fraternities for use of members where boarding expen- 
'' ses of members are pro-rated and meals are not served to other persons for 
“ compensation. ’’ 

The use of oleomargarine in Federal Institutions is free from taxes; special 
decrees of the War Department, of the Veterans Bureau, and the Department 
of Interior demand however that no part of the money appropriated shall be used 
for the purchase of oleomargarine or other butter substitutes for other purposes 
than for cooking. 

The customs duty on oleomargarine in the Tariff Act of 1922 was 8 cents 
per pound, and in 1930 was raised to 14 cents. Further, in 1930 duties were 
placed on all oils and fats commonly used in the margarine industry. In ad- 
dition, further charges were placed by the Revenue Act of April 1934 on almost 
all the oils and fats useful for margarine industry with the exception of cotton- 
seed oil, corn oil, soybean oil and babassu oil; these charges were in the form 
of an excise tax of 3 cents per pound on first domestic processing. 

Under the full powers granted by the Oleomargarine Act the Bureau of 
Internal Revenue made on 9 April 1936 an order that on every package of oleo- 
margarine the word “ Oleomargarine should be marked in letters of 3/4 of an 
inch tall. Other orders regulate advertising. 

In addition to the Federal Government measures there existed in the middle 
of 1936 in all states, excluding Arizona, state regulations of some kind or 
other concerning margarine, and in many cases these alone or in conjunction 
with the Federal measures were so severe that they were in effect prohibitive 
of the production and sale of oleomargarine. Of the measures state excise taxes 
must first be considered. In June 1936 eight states imposed taxes of 5, 10, or 
15 cents, on all margarine offered for sale, without exception. In 16 states, includ- 
ing all the cotton states, there were taxes of between 10 and 15 cents on all marga- 
rine which contained other than certain given home-produced raw materials or did 
not contain a given percentage of animal fats and home-produced raw material. 
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Further in 18 states a licence and a licence fee is imposed on most or all of 
the following concerns: margarine producers, wholesale and retail dealers in 
margarine, and restaurants, hotels and .boarding houses which serve margarine 
to their guests. The licence fees are in several cases very small and are onl^^ 
a few dollars but in other cases they amount to a considerable sum. In the state 
of Pensylvania the licence fee for manufacturers is 1000 dollars, for retail dealers 
100 dollars, for restaurant and hotels 50 dollars, and for boarding houses 10 dollars. 

The list of government measures is not yet exhausted. In 31 states the sale 
of yellow margarine is prohibited, and in 20 states the use of margarine in charit- 
able, penal, or other institutions (sometimes excepting penal institutions) , receiv- 
ing the assistance from the State is also prohibited. In other states hotels, 
restaurants, and boarding houses, serving margarine to their guests have to notify 
the guests that it is margarine. 

It is easy to see the purpose of all these measures. While the original inten- 
tion was to protect in the first place the butter market and also the consumer 
of butter, at the present time measures taken have in addition the object of pro- 
tecting the market for all home-produced oils and fats. Measures taken have 
been successful. Without them the use of margarine would in the last few years 
have become much more general, especially in view of the position of the market 
for oils and fats, and the margarine industry would have used a continously 
increasing amount of foreign raw materials. 

The trend in margarine production is shown in table III. 


Table III. — Production of Butter, Oleomargarine, 
Lard, and Lard compound, in the U. 5 .^ 4 . 

(In thousands of quintals). 


Year 


1913 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

I93T 

1932 

1933 

1934 

1935 

1936 


Butler 

Oleomargarine 

Lard 

7.271 

690 

7.625 

9.444 

1,052 

12.456 

9.149 

T ,061 

10,083 

9.194 

1,100 

10,541 

9.417 

1.259 

10.687 

9,362 

1.436 

1 1,766 

9.793 

1,616 

11,784 

9.598 

1.477 

10,632 

9.965 

1.043 

10,818 

10.251 

922 

11,172 

10,487 

1.113 

11.653 

10,065 

1.199 

9,811 

9,802 

1.731 

5.951 

9.639 


7,602 


I,ard compound 


4.536 

3.767 

5.228 

5.174 

5.348 

5.186 

5.534 

5.494 

5.314 

4.288 

4.321 

5.463 

7,016 


Sources: (from 1913 up to 1935) United States Department of Agriculture, Oleomargarine, - 
Statistics of Production, Materials and Manufacture, Consumption, Trade and Prices; Washington, 
D. C., August, 1936. — - (For 1936) United States Department of Agriculture, The fats and 
oil situation, March 1937. 
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It can be seen that production decreased considerably after 1930. as the 
result of the intensification of state restrictions, but that it increased again after 
1933 on account of the changed position of the market in oils and fats. Con- 
sumption, however, varied very considerably, from one state to another. In 
certain states the market for margarine was completely, or almost completely, 
destroyed. The influence of additional state taxes in this respect can be seen in 
table IV which shows the number of retail dealers holding a licence to sell marga- 
rine in 1928 when there were no excise taxes, and the number in the middle of 
I 935 » when 17 states had introduced excise taxes. 

Table IV . — Numbers of U ncoloured-Oleomargarine 
Retail Dealers in the U. S. A. in ig28 and 1935. 


Ill 6 States taxing all oleomargarine 6 to 15 ceutvS per 

pound 

In 3 States taxing uncoloured oleomargarine 5 cents per 

pound 

In 8 States taxing oleomargarine containing imported mat- 

terials 10 to 15 cents per pound 

In 31 States without excise taxes (i) 

Total . . . 


Source: United States Department of Agriculture, Bureau of Agricultural Economics, State 
and Federal Legislation and Decisions Relating to Oleomargarine; Washington, D. C., June 1936. 

(i) Of these States, seven enacted laws imposing excise taxes between February and June 1935. 


1928 

! 1935 

Thf)usand.s 

Thousands 

^7 

1 

9 

4 

24 

21 

123 

129 

173 

1 

155 


Table V. The Amount of the Different Kinds of Margarine Produced 
in the United States as a Percentage of the Total Production. 


Calendar Year 


1922 

1926 

IQ30 

1934 


Oleomargarine (uncolourcd) j 

Combined 
Animal and 
Vegetable 
Oil 

Exclusive 

of 

Vegetable 

Oil 

Exclusive 
of Aninuil 
Oil 

56.3 

40.1 

0.2 

45 f> 

48.7 


279 

67.7 


20.0 

78.9 



Oleomargarine (coloured) 


Combined 
Animal and 
Vegetal )le 
Oil 

Exclusive 

ot 

Vegetable 

Oil 

Exclusive 
of Anim d 
Oil 

Total 

2-7 , 

0.7 


1 00 

3 f> i 

1 2.1 I 


100 

2.9 i 

! 1-5 i 


1 00 

0.8 ! 

! 

03 i 


TOO 


Source: United States DiiPARTMENT of Agriculture, Bureau of Agricultural Economics, Oleo- 
margarine, - Statistics of Production, Materials used in Manufacture, Consumption, Trade and Prices; 
Washington, D. C,, August, 1936. 
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Grouping the states according to the size, relatively to the kind of excise 
tax it appears that a general sales tax of six cents is severely restrictive while a 
tax of ten cents and over has a prohibitive effect. 

The effect of the measures against the colouring of margarine can be seen 
in the following table. 

The share of coloured margarine which was already small fell in 1934 to 
1-2 per cent, and the share of margarine made from vegetable oils and fats conti- 
nuously increased. Since 1925 margarine made from animal fats only has no 
longer been shown. At the time of writing this article there are no data on the 


Table VI. — Fats and Oils {excluding milk) used in the Manufacture 
of Oleomargarine in the United States. 


Year 

beginning 

July 

1913 • • * • 

1919. • • • 

1920. . . . 
192T. . . . 

1922. . . . 

1923. . . . 

1924. . . . 

1925. . . . 

1926. . . . 

1927. . . . 
1928 .... 

1929. . . . 

Calendar year 

1930. . . . 
T931. . . . 
1932. . . . 

1933 - ■ • • 

1934 - • • • 

1935 - • • • 
1936. . . • 


Animal fats and oils 

Vegetable oils 

Other 

fats 









and 

Oleo- 

Lard 

Oleo- 

Oleo- 


Coconut 

Cotton- 

Peanut 

oils 

oil 

neutral 

stearine 

stock 



seed 



% 

% 

% 

% 

% 

% 

% 

% 


47 

19 

I 


5 

(2) - 

19 

3 

6 

29 

12 

I 

2 

2 

26 

13 

15 

(2) -- 

21 

13 

2 

I 

i 

44 

S 

7 

3 

25 

17 

3 

I 

I 

36 

10 

7 

— 

26 

17 

3 

I 

T 

37 

1 1 

4 


25 

16 

3 

1 

1 

41 

TO 

3 

(2) — 

24 

14 

3 

2 

I 

43 

1 1 

2 

(2) --- 

22 

12 

2 

I 

I 

46 

12 

3 

I 

22 

IT 

2 

I 

1 

49 

1 1 

2 

1 

18 

10 

2 

I 

I 

5t> 

10 

2 

(2) — 

16 

8 

2 

(2) -*-* 

I 

60 

10 

2 

1 

15 

7 

2 

(2) - 

I 

62 

10 

2 

T 

14 

5 

2 

(2) — 

1 


10 

2 

2 

10 

5 

3 

(2) ^ 

(2) - 

70 

8 

2 

2 

7 

6 

2 

(2) — 

(2) - 

74 

9 

2 

(2) — 

8 

5 

2 

(2) - 

(2) - 

75 

9 

I 

(2) — 

10 

3 

2 

I 

(2) - 

57 

25 

1 

I 

6 

I 

I 

I 

(2) - 

56 

32 

1 

(3) 2 

5 

I 

I 

I 

(2) - 

46 

33 

I 

(4) 12 


Source: 1913 and 1919 up to 1935: United States Department of Agriculture, Oleomargarine, 

StaUstics of Prodnction used In Manufacture, Consumption, Trade, and Prices, Washington, D. C., 

August, 1936. — 1936; United States Department of Agriculture, The Fats and Oils Situation; 
Washington, March 1937. 

(i) Includes negligible quantities of cream reported 1913*14 to 1916-17, and unnamed oils in 
1920-21, 1934*35, and edible, tallqw, and the following, oils: corn, soybean, mustard, palm, sesame, 
palm-kernel, sunflower, and babassu as reported. — {2) Less than one-half of 1 per cent. — (3) In- 
-eludes i percent babassu. - (4) Includes 3 per cent, babassu oil, 5 per cent, soybean oil, and . 
per cent, palm-kernel oil. 


PRODUCTION OF MARGARINE IN THE LEADING COUNTRIES 293 E 


effect of the measures taken in the last few years that would allow us to say whether 
they will lead to a new increase in the amount of margarine containing partly 
animal oils and fats. 

The change from animal to vegetable raw materials is seen even more clearly 
from table VI. While in 1914 animal fats made three quarters of the oils and fats 
used by the margarine industry, in 1919 they made only 46 per cent, and the 
percentage continuously decreased until in 1936 it finally reached 8 per cent. 
The increasing use of vegetable oils was concentrated mainly on coconut oil. 
This oil had the advantage over most other foreign raw materials of the marga- 
rine industry that it could be imported from the Philippine Islands and other 
possessions of the Unted States and was not therefore subject to customs duty. 
Coconut oil represented in 1932 75 per cent, of the total oils and fats used by 
margarine. After 1933 the percentage decreased, principally as the result of 
the excise tax of 3 cents per pound, while the use of cotton-seed oil further 
increased. 

In addition to coconut oil and cotton-seed oil two other oils have become 
important in margarine production in the last two years, namely soyabean and 
babassu oil. Soyabean oil, which was first used in 1934 and was in 1935 only 


Table VII. — Fats and Oils Used in the Lard Compound Industry 
of the United States. 



^932 

1933 

1934 


% 

% 1 


Cotton-seed oil 

86.1 

I 1 

87.7 

87.2 

Peanut oil 

0.4 

0-3 

0.7 

Coconut oil 

0.9 

0.7 

0.7 

Corn oil 

0-3 

0,1 

0.2 

Soybean oil 

0-3 

0.1 

0.2 

Rapeseed oil 



0.0 

Palm oil 

2.3 

2.2 

1.4 

Sesame oil 

0.8 

0.8 

0.4 

Sunflower oil 


0.3 

O.I 

Other vegetable oils 

O.I 


0.] 


91.4 

92.2 

91.0 

Lard 

0.6 

0-3 

0.2 

Edible animal stearin 

1.8 

1.8 

1.8 

Oleo oil 

0. 1 

0.0 

O.I 

Edible tallow 

4-7 

4.8 

6.0 

Marine animal oils 

0.2 


0.0 

Fish oil 

1.2 

O.Q 

0.9 

Total . . . 

TOO 

TOO 

100 


Source: U. S. Department of Commerce, Bureau of the Census, Animal and Vegetable 
Fats and Oils, - Production, Consumption, Imports, Exports and Stocks, Quarterly for Calendar 
Years 1930 to 1934; Washington, 1935. 
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^ per cent, of the total used, represented in 1936 5 per cent, of the total. Babassu 
oil, which is imported free from Brazil under a Trade Agreement signed on i 
January 1936 and remaining in force for three years, and which is not subject 
to excise duty, has been used by the margarine industiy since 1935* Until then 
it was practically unknown in the United States. In 1936 babassu oil made 
5 per cent, of the oils and fats used by the margarine industry and a further in- 
crease is to be expected. 

With the further increasing use of cotton-seed oil, of large quantities of 
soyabean oil, peanut oil, and corn oil the share of home-produced oils and fats 
in the total fats and oils used as raw material in the margarine industry, which 
fell from 74 per cent, in 1919 to 25 per cent, in 1933, increased again to 47 per cent, 
in 1936. 

Table III shows the trend also in the production of lard compound which 
is similar to that of margarine production. There are only insignificant changes 
to be recorded concerning the raw material used in this case. The most important 
raw material has, since the first decade of the century, been cotton-seed oil. 
In 1912 this made almost 93 per cent, of the total oils and fats used. At the 
present time the percentage is nearly the same. In contrast with the margarine 
industry the lard compound industry uses but very small amounts relatively of 
fish and whale oils. 


Table VIII. — Per Capita Consumption of Butter, Oleomargarine, Lard, 
and Lard Compound in the U. S. A. 


Calendar year 

Butter 

kR 

Oleomargarine 

kg 

Lard 

kg 

Compounds 

kg 

Total 

kg 

1913 

7-53 

0.73 

517 

4-35 

17.78 

1920 

6.71 

1-54 

6.03 

3.04 

1733 

1921 

7.35 

0.91 

513 

3.22 

16.60 

1022 

7.76 

0.77 

6.44 

304 

18.01 

1923 

8.12 

0.91 

0.94 

2.99 

18.96 

1924 

8.21 

0.91 

6.99 

3.22 

19.32 

1925 

8.03 

0.9T 

6.03 

4-45 

19. 41 

1926 

7.94 

0.95 

6.17 

435 

19.41 

1927 

7-94 

1.04 

6.26 

4'45 

19.69 

1928 

7.80 

1.18 

6.67 

4.26 

19-91 

1929 

7.89 

1.32 

6.49 

4.49 

20.19 

193^ • 

7-85 

T.18 

6.26 

4-45 1 

19-73 

1931 

8.17 

0.86 

6.53 

4.26 

19.82 

1932 

8.21 

0 73 

6.89 

3 40 

19-23 

1933 

798 

0.86 

6.71 

3-45 

19.01 

1 934 ■ • • • 

8.17 

0.95 

6.17 

413 

19.41 

1935 (i) ....... 

7.80 

1.36 

4.17 

5-53 

18.87 


Source: United States Department of Agricultuhe, Bureau of Agricultural Economics, 
Oleomargarine, - Statistics of Production, Materials used in Manufacture, Consumption, Trade and 
Prices; Washington, D. C., August, 1936. 

(i) Preliminary. 
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As we have shown there are many factors affecting the trend of margarine 
production and consumption in the United States. Under the conditions created 
by the state regulation the price relation with butter still appears in spite of 
everything to be of overwhelming importance. Though only a small proportion 
of the output of margarine is coloured margarine yet this is used as, so to say, 
^‘spread for bread''. Use of margarine as fat for cooking and baking should not 
be so great, as for these purposes a large supply of two other home-produced fats, 
lard and lard compound, is generally available at more advantageous prices. 

Table IX. — Average Price of Butter and Oleomargarine in the U. S. A. 


Year 


ig20 
1021 
T9 2 2 

1923 

1924 

i 925 

7926 

1927 

1928 

1929 

1930 

1931 

1932 
T 933 
J 934 

1935 

T 93 f> 


Butter, 02® 

01ef)inarKarine, nut, 

New York 

Chicago 

cents per pound 

cents per pound 

61.4 

28.8 

■ 13-3 

22.0 

40.7 

19.4 

46.9 

20.2 

4 ^ ^ ’ 

2 1 , 1 

353 

21.3 

44 4 


47-3 

17.9 

47-4 

T 7-3 

450 

17-5 

39.5 

16.9 

28. 3 

12.7 

21.0 , 

8.8 

2T.7 1 

8.2 

25-7 i 

9.1 

29.8 

12.6 

330 I 

15-3 


Source: United States Department of Agriculture, Bureau of Agricultural Economics, The 
Fats and Oils Situation; Washington, March 1937. 


Germany. — The output of margarine in Germany, which in 1913 was 
between 2 and 2.2 million quintals, increased to 3.4 millions in 1924 and then to 
4.37 millions in 1928, and to 5.1 millions in 1932. Under the Fat Regulation plan 
of 23 March 1933 which aimed at the increase of home-production and reduction 
of imports there was imposed a production quota fixed at about 60 per cent. 
The law provided directly for the use of home-produced fat and at the same time 
for an admixture of home-produced lard in margarine production and further 
introduced an excise duty on margarine in order to weaken the competitive power 
of margarine. The production of artificial fat was limited at the same time. 

The amount of lard to be admixed was fixed at first for the months of No- 
vember and December 1933 at 5 per cent, of the total output of margarine and 
then at 10 per cent, for January 1934, at 12,5 per cent, for the period February 
to September 1934 and 10 per cent, for October 1934. In November 1934 this 
provision for mixing of lard was abolished. 
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The system of a production quota was administered at first through the 
Central Oils and Fats Office. Later the duty of fixing quotas was transferred to 
the central organisation of the margarine and artificial fat industries created by 
an Order of 23 July 1934, an organisation which is under the general control of 
the Minister for Food and Agriculture. The output of margarine fell in 1933 to 
4.05 million quintals and in 1934 to 3.82 million quintals. In 1935 the output 
during the period from January to September was even less than in the pre» 
vious year but in the last quarter of the year the quota was raised again 
as a result of shorter supplies of butter and other fats, and the total pro- 
duction for 1935 finally reached 4.07 million quintals. Production in 1936 fur- 
ther increased for the same reasons. 

As a result of the decrease in the output of margarine it became necessary 
to assure a supply of fats at low prices to the poorer classes of the community. 
These questions were solved firstly through the introduction of various kinds 
of margarine with fixed retail prices for the cheapest kinds, and secondly^ 
through the introduction of a fat supply at reduced prices, for certain categories 
of consumers, and the limitation of the supply of cheap margarine to certain 
classes of people. 


Table X. — The Trend of Fat Consumption in Germany (i) 
expressed in terms of Pure Fat (2) 


Products 

1909/13 

1935 

1909/13 

1935 

1909/13 

1935 

1000 quintals 

kg per head 

kg 

per consumption unit 

Butter 

3.570 

4,260 

5*4 

6.4 

6.6 

7-5 

Fat pork and lard 

3.920 

3.670 

6.0 

5*5 

7.2 

6.3 

Edible tallow 

350 

350 

0.5 

0.5 

0.6 

0.6 

Margarine 

1,680 

3*490 

2.6 

5-2 

3*1 

6.0 

Vegetable table-oils ..... 

1,000 

1.450 

1*5 

2.2 

1.8 

2.5 

Unmixed vegetable edible 







fats 

200 

490 

0.3 

0.7 

0.4 

0.8 

Total . . . 

10,720 

13.710 

16.3 

20.5 

19.7 

23*5 

Index figure igog-ij = 100 . 

100 

128 

JOO 

126 

100 

J19 




Source: Dr. H. v. d. Decken, Die Verschiebung beim Nahrungsmittelverbrauch seit der Vor- 
kriegszeit. Die Emahrung, Zeitschrift fiir da.s gesamte Ernkhrungswesen, Band II, Heft 3, Leipzig 


(i) Present area. - (2) In order to allow the computation of a total figure, the individual 
figures are expressed in terms of pure fat. To arrive at a figure expressed in terms of pure fat the 
following deductions are made: Butter, 15 per cent.; fat pork and lard, 25 per cent.; edible tallow 20 
per cent.; Margarine, 16 per cent.; imported fat pork, 15 per cent.; imported lard, 5 per cent. 


The most important fact concerningj the futute development of the German 
margarine industry is that in spite of the fneasutes taken up to the present time 
with the object of increasing the home production of fats, home production covers 
only 55 per cent, of the need for food-fats, and that there are severe difficulties in 
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the way of a further increase of fat production (i). In these circumstances an 
adequate fats supply is inconceivable independently of a large output of margarine. 

The trend of the consumption of fat per head of the population in Germany 
has been as follows: 


Table XI. — Consumption of Fats in Germany in Kilogrammes per Head (i) 



1913 

1932 

1933 

1934 

1935 

Butter 

6.2 

7.2 

7-3 

7-2 

7-4 

Fat pork and lard 

Margarine, artificial ffx)d fats, and 

7-4 

7.8 

7-4 

7.1 

6.4 

vegetable fats 

3 3 

9-3 

7.6 

7-4 

7-3 

Table oil 

15 

2.0 

1.9 

1.8 

1.8 

Total . . . 

18.4 

26.3 

243 

23 5 

22.9 


Table XII. — Fats and Oils used in the Margarine and Food Fats 
Industries of Germany 


Raw materials 

1928 

1933 

1000 

quintals 

/o 

1000 

quintals 

% 

Premier jus 

104 

2.48 

48 

1 .22 

Oleomargarine 

85 

2.03 

14 

0-35 

Lard 

45 

1.07 

57 

1 45 

Other animal fats 

4 

1.10 

20 

0.51 

Pressed tallow 

3 

0.07 

__ 


Total animal fats 

241 

5-75 

139 

3 53 

Hardened marine animal oil . . . 

659 

15-74 

L536 

39-05 

Hardened vegetable fats 

qi2 

21.78 

443 

11.26 

Coconut fat 

862 

20.58 

484 

12.30 

Palm-kernel fat 

358 

8.55 

468 

1 1 .90 

Palm fat 

50 

1.19 

— 


Soybean oil 

442 

10 55 

4^5 

11.82 

Ground-nut oil 

425 

10.15 

262 

6.66 

Cotton-seed oil 

22 

0 53 

— 


Sesam oil 

12 

0.29 

— 


Linseed oil 

— 


64 

1.63 

Other vegetable oils and fats 

205 

4.89 

73 

1.85 

Total vegetable oils and fat . . . 

3,288 

i 78.51 

2,259 

57-42 

General total 

4,188 

100.00 

3.934 

100.00 


Source: Statistisches Jahrbuch ftir das deutsche Reich. 


(i) Backe, Waram wurde cine ueue Regelung des Fettverbrauchs und Fettbezuges notwendig? Der 
Vieijahresplan, Zeitsdiiift fftr nationalsozialistische WirtschaftspolitUc, i. Jahrgang, No. i, Berlin 1937. 
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United Kingdom of Great Britain and Northern Ireland. — The mar- 
garine supply in Great Britain and Northern Ireland, almost half of which 
came from imports in the pre-war years, became after the war more and more 
independent of imports. These imports came almost entirely form the Nether- 
lands and fell continuously from 667,000 quintals in 1924 to 9,100 quintals in 
1935* Since 1934 the amounts of exports, itself not large, was greater than the 

amount of imports. ... 

The trend in margarine production and consumption in Great Britain is 
particularly interesting since in this case production and consumption have not 
been subject to limitations similar to those imposed in other countries. The 
relations of the price of margarine to that of other fats and the purchasing power 
of the consumer determined the trend. Thus, it was the result of the fall in 
butter prices that the consumption of butter continuously increased after 1929 
while margarine consumption decreased. Following the change in the market 
position margarine consumption increased again after 1935- contrast with 
the output of margarine, the output of lard compound increased even during 
the crisis; the increase was particularly great, however, after the reduction of the 
import of lard in 1935 determined by the small output in the United States. 


Table XIII. — Production and Consumption of Margarine 
and Lard Compound in the United Kingdom. 



Production 

Exports 

Retained 

imports 

Available 
for consumption 
in the 

Year 



United Kingdom 


(In thousands of quintals) 



(a) Margarine. 


1907 

1924 



1933 



1935 

448 

818 

1,864 

2,049 

L 753 

L 543 

1.779 

9 

14 

22 

47 

18 

lO 

20 

446 

684 

667 

428 

16 

10 

9 

885 

1.488 

2.509 

2.430 

1. 751 

1.537 

1,768 



(b) Lard compound. 




(i) 256 

452 

22 

30 

41 

37 

275 

458 

1933 



560 

574 

18 

20 

8 

5 

550 

559 


Source: Final Report on the Third Census of Production of the United Kingdom (i 924 )» London, 

1531, Pinal Report on the Fourth Census of Production (i 93 o)» London, 1934- Report on the 

Import Duties Act Inquiry (1934), Fart I. London, 1936. — Board of Trade Journal, No. 2105, 8 
April 1937. 

(i) So far as recorded separately. 
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Table XIV. — Trend of Prices and Consumption of Butter 
and Margarine in the United Kingdom. 



Trend of prices (i 

) 

Consumption per capita ( 2 ) 

Year 

Salted butter 
per pound 

Margarine 
per pound 

Price of luitter 
as per cent. 

of price 
of margarine 

Butter 

Margarine 

1919 

5 . d. 

1 T0.3 

d. 

7-3 

305-48 

kg 

8—- 

kg 

5-85 

1930 • 

I 6.7 

7-3 

256.16 

8.48 

5-35 

1931 

I 3.6 

71 

222.54 

9.48 

4.67 

1932 

I 2.4 

6.8 

213-33 

9-84 

4-T7 

1933 

1 0.4 

6.1 

203.28 

10.66 

3 - 8 t 

1934 

0 11.4 

5-6 

203.57 

iA -43 i 

3-58 

1935 1 

I 0.6 

5 4 

233-33 

n.43 

3 - 8 t 

I 93 ^> 

I 1.8 

5-8 

237-93 

— 1 

3-90 


(1) Compiled from the Ministry of Labour Gazette. — (2) Societd des Nations, Lc ProhUme dc 
r Alimentation, Volume TV, statistique de la production et de la consommation ct des prix, docu- 
mentation preparec par IMnstitut International d’Agriculture; Gendvc, 1936. 


Table XV. — Oils and Fats used in the Manufacture of Margarine 
in the United Kingdom by Reporting Firms (i). 

(In thousand of quintals). 


Constituents 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

Vegetable oils and fats: 
Coconut 

447 

5^9 

579 

457 

457 

367 

285 

244 

315 

Ground-nut 

173 

183 

315 

325 

285 

122 

132 

1 12 

81 

Cottonseed 

203 

173 

162 

193 

152 

132 

51 

152 

122 

Palm kernel 

224 

142 

112 

183 

112 

i«3 

142 

163 

163 

Soybean 

122 

112 

41 

61 

71 

142 

142 

71 

122 

Sunflower .seed 

__ 

61 

1 12 

4^ 

31 

112 

71 


. — 

Miscellaneous 

20 

20 

20 

41 

20 

30 

20 

31 

30 

Total . . . 

1 , 1 89 

1,260 

1. 341 

1.301 

1.128 

1.097 

843 

773 

833 

Animal oils and fats: 










Oleo 

92 

61 

71 

51 

31 

21 

21 

' TO 

31 

Stearin 

20 

20 

20 

31 

31 

31 

31 

41 

30 

Butter 

10 

10 

10 

10 

20 

20 

10 

10 

10 

Premier jus 

20 

20 

20 

10 

20 

20 

20 

20 

31 

Lard 

31 

31 

3^ 

20 

10 

10 

10 

— 


Total . . . 

173 

142 

152 

122 

1 12 

102 

92 

81 

102 

Whale-oil 

254 

295 

295 

325 

345 

467 

569 

518 

559 

Grand Total . . . 

1,616 

1.697 

1.788 

1.748 

1.585 

1.666 

1,504 

1.372 1 

1.494 


Source: Imperiai, Economic Committee, Vegetable oils’ and oilseeds, London 1936. 

(i) Compiled from returns from manufacturers responsible for about 90 per cent, of the total 
production. 
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The kinds of raw materials used in the production of margarine and lard 
compounds are shown in Tables XV and XVI. The most important chanp to 
be noticed is the absolute and relative increase in the use of whale-oil associated 
with a decrease in the use of, firstly, vegetable fats, and, secondly, animal fats. 


Tabi,E XVI. — Oils and Fats used in the Manufacture of Lard CompounU 
in the United Kingdom by Reporting Firms (i) 

(In thousands of quintals). 


Constituents 

1927 

(2) 

1928 

(2) 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

Vegetable oils and fats : 

Cottonseed 

Ground-nut 

Soy-bean 

Palm 

Palm kernel 

Miscellaneous 

122 

51 
51 
(3) — 

10 

(3) ” 

112 

61 

6i 

( 3 )- 

10 

( 3 )” 

142 

61 

61 

21 

10 

( 3 )“ 

142 

71 

61 

21 

10 

(3) — 

142 

102 

61 

20 

lO 

(3) — 

142 

92 

92 

20 

10 

10 

163 

91 

92 

20 

(3) — 

20 

213 

102 

61 

20 

( 3 )- 

10 

203 

153 

132 

31 

( 3 )- 

20 

Total . . . 

234 

244 

295 

305 

335 

366 

386 

406 

539 

Animal oils and fats (prin- 
cipally stearine) .... 

10 

10 

10 

10 

10 

10 

10 

10 

10 

Marine oils (almost entirely 
whale) 

51 

m 

61 


61 

71 

71 

81 

92 

193 

Grand Total . . . 

295 

315 

366 

376 

416 

447 

477 

508 

742 


Source; Imperial Economic Committee, Vegetable oils and oUseeds; London, 1936- 
Ii) Compiled from returns from manufacturers responsible for about 85 per cent, of Uie to 
production. - (2) Incomplete; omits one firm included in 1929 and subsquent years. The firm con- 
sumed about 2,000 tons of oils and fats in 1929. — ( 3 ) Eess than 500 tons. 


Denmark. — The output of the Danish margarine industry reached a 
record level in 1930 with a production of 826,000 quintals of margarine, 4,650 
quintals of palmin and 15,400 quintals of lard compound. The increasing 
difficulties in the way of butter exports that arose in the following years followed 
by a considerable fall in butter prices, weakened directly, and indirectly as a resul 
of government measures, the competition of margarine with butter. The out- 
put of margarine fell to 717,000 quintals in 1934, but later there was again an 
increase. The market position for butter improved slowly and the special mea- 
sures to check margarine production were not renewed when the law expired at 

the end of November 1934- . ... • , „ji. 

Among the raw materials lised by the margarine industry animal oils and 

fats are, as in other countries, of small relative importance, as can be seen from 
table XVII. Among vegetable oils and fats coco-oil is of chief importance. The 
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amount of this oil used fell till 1932 in both relative and absolute amounts, de- 
clining from 63.5 per cent of the total oils and fats used in 1924 to 32.7 per cent, 
in 1932; after that time it increased both relatively and absolutely and repre- 
sented about 37 per cent, of the total in 1935. The considerable increase in the 
use of hardened animal oil (hardened whale-oil) and soybean oil in the last few 
years should be noticed. 

The trend of butter and margarine consumption was as follows: 



Kilojjrammes per Head 

Year 

- - - 1 

r- - 


Butter 

j Margarine 

1913 


15.6 

1929 

5-9 

22.6 

1930 

6.1 

22.6 

1931 

6.8 

22.1 

1932 

8-5 

20.5 

1933 

9.6 

20.5 

1934 

90 

19.6 

1935 

9-5 

21.2 


The Netherlands. — The development of the margarine industry in the 
Netherlands in the last few years has been determined by two different facts, 
first the position of the butter market and the resulting government measures 
and second the decline in the important margarine export trade. 

The increasing difficulties that have been in the way of the exports of butter 
and other dairy products since 1929 led, finally, to a very difficult position in 
the highly developed milk industry. Finally, on 10 July 1932 was passed the 
Milk Crisis Taw of which one object was to assure to the milk industry a larger 
home market by means of restricting the competition of other fats with butter. 
The law imposed, among other things, an excise duty on all fats, including 
butter, the proceeds of which were to be used for the supporting of the milk 
industry. Margarine was subjected to the following regulations: 

1. From I July 1932 margarine sold on the home market had to have 
an admixture of a given percentage of butter. The percentage was fixed at first 
at 25 per cent, and remained at this figure until 16 September 1935 with the 
exception of the period 3 April 1933 to 3 July 1933 when it was 40 per cent, and 
from i3 January 1935 to 6 May 1935 when it was 15 per cent. Then it was redu- 
ced to 10 per cent. 

2. The same excise duty is payable on butter to be mixed with margarine 
as is payable on other butter for home consumption. This tax was at first 42 cents 
per kilogramme, was increased at the end of July 1932 to 55 cents and then was 
continually increased until it reached one gulden on 12 March 1933 • After that 
the tax was varied slightly up and down according to the market position. Up 
to the middle of 1936 it fluctuated between 85 and no cents, and in the following 
months was temporarily reduced to 75 cents and in April 1937 to 70 cents. 
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Source: Danmarks Produktionsstatistik. 
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3. Margarine may only be put on the market on the payment of a tax. 
This tax is not the same for all kinds of margarine. For the usual kind it was 
fixed at first at 15 cents per kilogramme but was later increased or decreased 
according to the size of the quota for butter mixing. When this mixing quota 
was reduced to 10 per cent, on 16 September 1935 the tax was increased to 46.5 
cents and on ii November 1935 it was fixed at 39 cent» per kilogramme. 
Until the middle of 1936 it fluctuated about this figure. It was then, however 
gradually reduced until it reached 33.75 cents at the end of January 1937. From 
February it was again increased by small stages until it reached 42.7 cents on 
30 May 1937. 

Table XVIII. — Production and Export Surplus of Butter and Margarine 

in the Netherlands. 

(In 1. 000 quintals). 


Year 

Butter 

Margarine 

Production 

(I) 

Export 
surplus (2) 

Production 
(. 3 ) (I) 

Export 
surplus (4) 

Average 1921-25 


260 

1.114 

779 

1926 

830 

440 

T.3.V1 

937 

1927 


4O I 

1 ,401 

921 

1928 

«53 

446 

1.392 

885 

1929 

867 

453 

1 .320 

720 

T930 

872 

399 

1.271 

680 

193^ 

848 

289 

1,1 10 

543 

1932 

852 

1 ( ) i 

627 

156 

1933 

88 T 

277 

517 

1 16 

1934 1 

(5) 905 

364 

525 

92 

J 935 

(5) 0b2 

466 

532 

58 

>936 1 

1 

(5) T.0I3 

602 

555 

70 


Source: M aandschrift van het Centraal Bureau voor de Statistick. 

(i) Net weight. — (2) Gross weight. (Net weight - gross weight less 9 percent.). — (3) Output 
of margarine factories. Excluding blitter used in the production of, or mixed with, margarine. — 
(4) Gross weight. (Net weight =• gross weight less 15 per cent.). — (5) Excluding output of butter for 
own consumption for which there are no figures. This output was estimated a 23,000 quintals for 
i934» 48,000 quintals for 1935 and 20,000 quintals for 1936. 


4. In 1933 an agreement with the margarine industry limited the sale 
of margarine in the Netherlands to a weekly amount of 1,050 tons. 

5. As these measures necessarily involved an increase in the price of 
margarine it was prescribed that the margarine industry should produce a given 
quantity of margarine without an admixture of butter, so called People’s Marga- 
rine, for sale to the poor classes of the population at a fixed price. 

Further measures regulating margarine output came in 1935. P'rom 1935 
the margarine industry had to use oil and fat raw materials produced in the 
Netherlands or the Netherlands Indies to an amount of at least 60 per cent, of the 



PRODUCTION OF MARGARINE IN THE LEADING COUNTRIES 305 E 


total oils and fats used. Further, for January and February 1935 the use of 
marine-animal oil in margarine production was forbidden. 

The effects of these measures are of particular interest, because there were 
strictly applied measures which had in part been definitely disapproved in 
other countries. It is however not easy to make a clear picture of the effects of 
the particular measures from the facts available which are given in the accom- 
panying tables. 

The consumption of butter decreased from year to year after the coming 
into force in 1932 of the measures mentioned above; consumption had increased 
considerably after the decrease in the butter price in 1930 and in 1932 had reached 
a record figure of 705,000 quintals. In 1936 the total butter consumption, 
including the butter mixed with margarine, was 480,000 quintals. While this 
decrease was taking place exports were increasing, and in 1935 the export surplus 
of butter reached a record figure and there was a further and considerable increase 
in 1936. 

Margarine consumption decreased after 1929 in consequence of an increase 
in butter consumption. After the introduction of margarine regulations, there 
was a further decrease in 1932 and 1933. But from 1934 there was a slow increase 
in consumption. 


Table XX. — Average retail Price of Butter and Margarine in Amsterdam. 

(Cents per ^ kilogramme). 


Year 

Butter 

MjiTgarine 

1925 

132.5 

60 


II7 

60 

1927 

II9 

60 

1928 

123.5 

60 

3929 . 

323 

60 

^930 

104 

60 

1931 

88 

55 

1932 

80.5 

47 

1933 

95 

5 « 

1934 . • . 

88.5 

59 

1935 •• 

90.5 

59 


Source: Jaarcijfers voor Nederland: 1930, S. 117; i 933 ; S. 138; 1935, S. 138. 


The consumption of butter and margarine together tended until 1932 to 
increase considerably as a result of falling prices. It now appears that the charges 
imposed in 1932 through various measures on butter and margarine had the 
result that the consumer used partly other oils and fats not subject to such large 
charges. The decline in butter and margarine consumption continued in 1936. 
The increasing use of other oils and fats was partly due to the fact that production 
of margarine in the home in order to avoid the paying of the excise duty gradually 
extended. In order to check the substitution by consumers of other fats the 
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Table XXL — The Consumption of Artificial Food Fats, Lard 
and Food Oils in the Netherlands. 


(in looo quintals). 



Artificial food fats, 
not 

including margarine 

I/ard 

Food oils 

Total 

1935 

1936 

1935 

1936 

1935 

1936 

1935 

1936 

ivSt half-year .... 

541 

64.6 

3-9 

2.4 

19-2 

259 

77.2 

92.9 

2nd » .... 

48.0 

86.3 

30 

3-4 

28.3 

52.0 

79-3 

141.7 

3rd » .... 

63.6 

60.1 

3-4 

1. 1 

25-7 

18.3 

92.7 

79.5 

4th » .... 

61.2 

68.3 

2.9 

1.6 

20.1 

234 

84.2 

93-3 


226.9 

2793 

13.2 

8-5 

93-3 

119-6 

333-4 

407.4 

Weekly average . . . 

(i) 4-4 

1 

(2) 5-3 

(1) 0-3 

(2) 0.2 

(I) 1.8 

(2) 2-3 

(1) 6,4 

(■!) 7.7 


Source: De Landbouw-Crisismaatregeln hunne Werking en Uitvoering XIII, Driemaandelijksch 
Verslag aan de Staten-Gcneraal (Oct., Nov., Dec. 1936). 

(i) 52 Weeks. — (2) 53 Weeks. 


Table XXII. — Raw Materials used in and Output of the Margarine Industry 

in the Netherlands. 


(In 1,000 quintals) 



Oils and fats used 

Output 






Margarine 

Fats for 

Year 

Animals oils 

Vegetable oils 



cooking and 




Butter 

(including 

baking and 


and fats (i) 

and fats (2) 



added butter) 

other refined 
fats 

Average 1921-25 . . . 

335X 

776.2 


3-9 

I.I15.0 

171.0 

1926 

260.7 

1,182.2 


8.0 

L 343-8 

285.9 

X927 

297-5 

1,132.0 


6.5 

1,407.8 

323-7 

1928 

395-4 

I.175-I 


6.7 

1,399.3 

358-2 

1929 

499.9 

1,001.4 


6.7 

1,327.2 

377-9 

1930 

710.4 

682.7 


5-0 

1,276.1 

3190 

193 X 

511.7 

620.2 


4-3 

1,112.8 

203.9 

1932 

212.0 

351-4 


55-0 

681.5 

393-0 

1933 • 

224.6 

242.1 

( 3 ) 

125-4 

642.2 

378.0 

1934 

201.7 

272.1 

(3) 

105.4 

630.0 

406.0 

T 935 

1936 

120.8 
118. 1 

388.4 

408.1 

( 3 ) 

( 3 ) 

71.9 

37-7 

604.0 

593-0 

686.0 

664.0 


Source: Maandshcrifi van het Central Bureau voor de Statistiek, I927, N° 4, 1931 » 4, 19341 N® 5, 

1935, N® 4, 1936, N® 5, et 1937, N® 4. 

(I) Oleomargarine, premiers jus, neutral lard, mutton jus, stearine, pressed tallow, hardened 
marine animal oils, etc. — (2) Including small amounts of vegetable and animal fats and oils. 
(Average 1921-25, 3,400; 1926-30, 1,300; i93i-35» quintals). — (3) A part of the butter mixed 

with margarine is added in special factories. According to the figures given by the Central Butter 
Office of the Netlierlands the total amount of butter added to margarine was 159,000 quintals in 1933* 
130,000 in 1934, 88,000 in 1935 and 46,000 quintals in 1936. 


PRODUCTION OF MARGARINE IN THE LEADING COUNTRIES 307 E 


tax on compounds and food oils was increased on 22 September 1935 from 24 
to 30 cents per pound and the tax on the import of food oils, excluding olive oil, 
was increased to 40 cents per kilogramme. But as can be seen from table XXI 
this increase proved to be insufficient. The use of other oils and fats and also 
the production of margarine in the home further increased. Therefore on 2 
July 1936 the taxes on other food fats and food oils were increased to 40 cents 
per kilogramme. 

With the available data it is only possible to analyse the kinds of raw 
materials used in the margarine industry of the Netherlands under the heads 
of animal and vegetable materials. (See table XXII). Further the use of raw 
materials composed of fish- and whale-oils and fats is not separately shown 
but included with other animal fats. 

Other countries. — The regulation of margarine production in Czecho- 
slovakia by the Government Taw of 12 March 1934 was discussed in the 
previous article. The production of margarine was limited at first to 520,000 
quintals in 1935, later however a further quota of 75,000 was allowed and the 
total production in 1935 was 603,000 against 698,000 quintals in 1934. 

1936 a quota of 650,000 quintals was established, and 30 per cent, of this must 
be supplied as People’s Margarine at a fixed price and 40 per cent, produced 
within certain price limits. In the third quarter of 1936 this quota was raised. 

One aim of the Law of 12 March 1934 was to increase the use of home-produced 
raw materials in the margarine industry. Thus, in 1935 the margarine industry 
was obliged to use 143,000 quintals of home-produced rape-seed oil and 600, 
quintals home-produced soybean oil, at a fixed price. A similar provision was 
made for 1936 an ! 1937. According to the Law of 23 June 1936 a special tax 
has to be paid after 7 July 1936 on the production and the import of artificial 
fats and oils which compete with animal fats. This was fixed at 70 kronen j^er 
quintal for food oil, at 60 kronen for margarine and similar fats, and at 30 kronen 
for raw materials of the margarine industry. 

The importance of margarine in the fats supply of Czechoslovakia at the 
present day can be seen from the fact that at the time of the reduction of output 
in 1935 the consumption of margarine and artificial fats was 4.3 kilogrammes 
per head of population while butter consumption in the same period was 6.7 
kilogrammes per head. 

Margarine consumption in Sweden has been checked since 1933 by a tax 
which at the end of September 1936 was 30 ore per kilogramme. Production 
increased again after 1932 and was in 1935 558,700 quintals against 497,000 in 
1931 and against the earlier maximum of 552,400 quintals in 1929. 

In Norway even after 1934 use was made of the powers granted by the law 
of 24 May 1931 to fix a quota of butter to be mixed with margarine. The 
quota was so fixed as to make it possible to absorb the surplus butter production 
in the margarine industry. The size of the quota therefore fluctuated very con- 
siderably. It was highest in the summer of 1935 when between 17 April and 13 
June it was 17 per cent.; it was then reduced until it was five per cent, between 
14 October 1935 to 20 January 1936, and subsequently increased again to 13 
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per cent, and finally to 17 per cent. After falling to 9 per cent, it was again in- 
creased on I February 1937 to 17 per cent. 

The tax on margarine introduced by the law of 29 June 1934 amounted to 
20 ore per kilogramme when the butter mixing quota was 5 per cent. For every 
one per cent, increase in the amount of butter to be mixed over 5 cent, the 
tax was to be reduced by one ore. By the law of 21 June 1935 the tax was 
fixed at 10 ore per kilogramme when the butter quota was 10 per cent, with a 
provision that it should be one ore greater or less according as the butter quota 
decreased or increased. 

The output of margarine in Norway after the introduction of the law on 
butter mixing and special margarine taxes continuously increased. In 193^ 
it was 553,000 quintals. 


Table XXIII. — Fats and Oils Used in the Margarine Industry 

in Norway 
(In quintals). 



1916 

1927 

1919 

1931 

1933 

1935 

Oleo stock and oleo oil . . . 

111,320 

44.230 

26,380 

22,060 

15.970 

8,140 

Neutral lard 

Oil from cotton seed, sunfio- 

22,710 

5>^90 

3.720 

2,510 

1,100 

1 i 0 

wer, groundnuts, and other 
seeds 

\ 166,860 

94,100 

97.580 

101,190 

82,930 

76,780 

Palm-kernel fat, palm fat and 




188,820 

198,770 

195.780 
C 110,180 

coconut oil 

) 

173,400 

202,660 

Hardened whale oil 


> 42.830 

62,870 

78,370 

90,150 

( 7.030 

Other hardened oils .... 

— 

) 


4,180 


Natural butter 

2,670 

4.780 

3.780 

30,500 

49,040 


Source: Norges Industrii, Produktionsstatistik. 


In Russia manufacture of margarine was begun in 1930. With the enlarging 
and modernising of the oil industry, above all of the refining and hardening plants, 
production increased considerably. In 1931 also production of compounds was 
begun, and in 1934 this production exceeded that of margarine. Margarine 
output in 1934 was 328,000 quintals and that of other artificial food fats 360,000 
quintals. 

The output of margarine in Belgium after falling in 1932 again increased in 
the following years. In 1935 came various measures inimical to the margarine 
industry and in 1937 a production quota was established. Production in 1935 
was 458,000 quintals against 282,000 in 1932, and 493,000 quintals in 1929. 

In Finland output increased further in 1933 in spite of a tax on margarine. 
This tax at first, on 29 December 1934, was 2 Finmarks per kilogramme. In April 
1935 it was raised to 3 Finmarks but then on 22 October 1935 it was reduced 
to I Finmark on account of the change in market conditions. The output of 
margarine was in 1934 82,600 quintals against 100,300 in 19^9* 
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Also in Japan production of margarine was started. The output tended 
to increase but is even so less than the output of butter. In 1934 output was 
16,300 quintals while at the same time butter output was estimated to be 25,000 
quintals. 

On the development of margarine production in other countries (France, 
Austria, Switzerland, Hungary, Poland, and Italy) there are no reliable data. 
Production in all these countries taken together is however small; in 1935 it was 
estimated at 100,000 quintals. How true this figure is it is impossible to say here. 

H. Boker. 


SURVEY OF THE RECENT AND PRESENT POSITION 
OF AGRICULTURE IN PORTUGAL 

Summary: Regions and crops. — Estimates and views on Portuguese agriculture before the 
war. — Agriculture after the war. — Cereal growing. — Vine growing, — Potential 
agricultural capacity of Portugal. — Pre.sent position of agriculture. — Land improve- 
ment by irrigation, etc.: schemes and achievements. 


Regions and Crops. 

The Portuguese Republic, which occupies one seventh part of the Iberian 
penimsula, with an area of 8,910,640 hectares, has an area of some 6,500,000 
hectares under cultivation. 

It is a country of increasing population, by reason of the high birth-rate, 
which in the decade 1919-29 was 38.8 per thousand inhabitants, and in spite 
of the high mortality, which for the same period was reckoned at 20.8 per 
thousand. The density of population is 71 persons to the square kilometre; 
the maximum density occurs in the North, where the average is as high as 91 
and the minimum in the South, where it is only 30. 

All these figures indicating the relative density of the population are corre- 
lated with the distribution of property and the intensity of cultivation; in fact, 
it is in the North that property is most subdivided and intensive cropping 
prevails while in the South there is a prevalence of latifundia and extensive 
cultivation. 

Portugal appears to be naturally divided into the following regions: the 
two which form the area historically known by the designation “ Entre Douro 
e Minho a region of intensive cultivation where maize growing is predomin- 
ant; and the Traz-os-Montes region where stock farming predominates and where 
the growing of cereals is combined with that of potatoes; the region of the basin 
of the Douro, famous for its vine yards; that of Beira (Upper, Lower, Littoral 
and Transmontane) which includes all the basin of the Mondego and part of the 
upper course of the Tagus; this is a zone of highly developed and flourishing 
agriculture and is densely populated; the Estremadura region which occupies 
the greater part of the basin of the Tagus and the Lisbon peninsula, a zone 
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of vine and cereal cultivation as well as of stock farming; the region of Alem- 
tejo; and lastly of Algarve, in the extreme south, a mountainous zone, specially 
adapted to the cultivation of olives and fruits, mainly citrus fruits. 

This last region is one of typically Mediterranean agriculture. Atlantic 
climate prevails and rain is violent and irregular. Owing to the variations 
ranging from the very wet climate of the North, where the minimum rainfall 
is calculated at 800 ram., to that of Alemtejo and Algarv^e, where it scarcely 
reaches 350 mm., the river system is also of irregular character, the streams 
being almost all of torrential type, useful for manufacturing purposes but diffi- 
cult to employ for irrigation. 

Some 60 per cent, of the population of Portugal are engaged in agriculture, 
but in spite of this and of the fact that the chief economic resources of the Re- 
public are derived from the soil, agriculture is not highly developed. The 
explanation of this backwardness lies in various adverse factors: the irregularity 
of the rainfall, the nature of the land available, the inadequate and antiquated 
implements, etc., employed traditionally by the farmers and, above all, the 
unequal distribution of property over the greater part of the national territory. 

The divStribution of the cultivated areas and its percentages in respect 
to the whole area under cultivation have been approximately calculated as 
follows (i): 



Square 

kilometres 

Percentage 

Maize 

. . . 3.762 

4.2 

Wheat 

. . . 5.918 

6.6 

Rye 

. . . 1,480 

1.6 

Oats 

. . . 1.655 

2.0 

Barley 

. • ■ 777 

0.8 

Rice 

. . . II3 

o.i 

Vines ..... 

. . . 3,500 

3.8 

Olives 

. . . 3,500 

3.8 

Fruits 

. . . 1,300 

1-4 

Other crops 

. . . 900 

I.O 

Fallow lands 

. . . 13,400 

151 

Woods and forCvSts 

. . . 23,350 

26.3 

Fand not in cultivation. . . . 

. . . 29,028 

33-3 


Portugal is an agricultural country par excellence and not only its per- 
manent resources but also the key to its internal stability and independence 
are to be found in agriculture. The heavy weight of the country s financial 
commitments abroad can be relieved only by means of the increase of agri- 
cultural production, directed by preference towards the crops and types of farm- 
ing for which Portugal is best fitted naturally. 
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(I) Only in the figures of this table the peninsular territory and the tewitory of the Azores and 
Madeira are combined. 
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Among Portugal’s main sources of wealth is her fishing industry which is 
fairly well developed and flourishing, owing to its excellent position in respect 
to the international markets, especially the British. Then there are certain 
kinds of cultivation which, although formerly yielding scarcely enough for 
internal requirements, are capable of increase and improvement. The principal 
among these are cereal cultivation and vinegrowing. 

Portuguese Agriculture before the war. 

(l) Cereal cultivation. — It is not easy to state with absolute precision 
the extent of the area effectively devoted to wheat-growing in Portugal. 

Up to the period of the war and during the war, statistics were not exact 
and it is only possible to .state by way of estimate that the area devoted to 
cereal-growing was somewhere between 350,000 and 450,000 hectares and that 
the production varied from a minimum of approximately 2,300,000 hectolitres 
in 1915-16 to a maximum of 4,100,000 hectolitres for the season 1910-11; the 
average yield was about 5.7 hectolitres per hectare cultivated. 

The prevailing cereal in the South of Portugal is wheat; in the North of 
the country, as in the neighbouring Spanish region of Galicia and in Asturias, 
it is maize. 

Wheat is grown on thinly populated lands where the holdings are as a rule 
little split up and the cultivation is usually of the extensive type. On the 
contrary maize is typical of the densely populated regions, where holdings are 
much split up and cultivation intensive. 

Maize is of first importance in the food supply of the Portuguese peasant 
and workman, especially because of its cheapness; in addition, it is much used 
as a fattening feed for animals, and on account of its cheapness forms an advan- 
tageous substitute for other supplementary feeds for the farm animals, especially 
for pigs, being fed either in grain or as meal; maize stalks form an excellent 
feed for sheep, so much so that in some parts it is the usual feed for this class 
of stock. For maize, as for wheat, however, Portugal continues to depend 
on imports from abroad and this to the extent of a fifth part of the total 
national production. 

It will be shown later that, thanks to the agricultural policy of the last 
few years, this deficit in production is being made good and it is hoped that 
is will almost completely disappear when the whole irrigation scheme planned 
by the Government is in full working order. 

On the other hand, whereas for wheat there is a certain sustained increase 
alike in the area and in the yield, for maize there was noted in the pre-war 
years a progressive decrease both in the area under cultivation and in the 
production. 

In 1905, for example, the production of maize was equal to and even 
exceeded that of wheat, and in spite of the protection enjoyed by wheat to 
the disadvantage of maize, the latter cereal was grown on an area of over 
400,000 hectares and represented an average harvest of more than 5,000,000 
quintals; subsequently however the area cultivated in maize was systematic- 
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ally reduced till in 1915 it was rather over 200,000 hectares with a total 
production of 3,500,000 quintals. 

This decrease — explained by some as due to the increase in the consump- 
tion of wheat flours for bread making and to the substitution of green fodder 
for the feeds of which maize bran forms the basis— had a serious effect on the 
economy of the Northern regions, in the agriculture of which maize was a 
predominant factor and difficult to replace. Strictly speaking however there 
must have been other causes for this decrease, seeing that, in those same years, 
although there was a certain shrinkage in internal consumption, it remained 
so much in excess of the volume of national production as to make it essen- 
tial to increase imports, thus rendering more unfavourable than before the 
balance of external trade. 

Fortunately this tendency to reduce maize cultivation was vigorously 
combatted and gradually checked and even an increase in production 
secured. 

Rye, the characteristic cereal of the regions of harsh and variable climate, 
of hilly country and poor soil and of large undivided holdings, has followed 
the same fortunes as maize, that is to say, its cultivation diminished from 
the beginning of the century till the European war. From various sources figures 
are obtained showing the area devoted to rye in Portugal in 1902 to have 
been 300,000 ha. and the production about 2,800,000 quintals; while in the 
years immediately before the war, the area cultivated did not attain 200,000 
hectares and the production was not more than 1,000,000 quintals. 

Later it will appear that, although areas under rye have not increased, 
tending perhaps to decrease, the productivity has improved up to nearly 9 
quintals per hectare, thereby ensuring sufficient harvests for the national requi- 


rements. 

It is clear that an increase could be effected in the growing of rye which 
is frequently the only crop that succeeds on certain poor soils of Portugal; 
it forms also an excellent additional feed for live-stock. 

Formerly barley was grown on a larger scale than oats; in the first years 
of the century the reverse began to be observed, and whereas there was a 
shr inkage in the areas under barley, that under oats was seen to be expanding 
fo r the whole country and this went on until the years immediately before the 
war. Thus in 1916, as compared with a production of 1,158,794 hectolitres 
of oats, the barley crop scarcely reached 421,289 hectolitres; this change is 
to be explained, among other reasons, by the fact that it costs less to grow 
oats. However this low figure touched in the period immediately before the 
war may be said to be the lowest for barley, the national consumption of 
which was even then greater than production ; and the uses of barley (including 
the brewing industry, still in its infancy) make it possible that there will be an 
increase in sowings of this cereal. 

The cultivation of rice in Portugal was at no time sufficient for consumption 
requirements, although for a long time past anxiety has been displayed by 
the agricultural authorities for the intensification of rice-growing, which is to 
some extent connected with the problems and possibilities of irrigation, etc. 
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In 1916 the rice harvest yielded some 200,000 quintals of rice, or about 
fifty per cent, of the national consumption. 

In concluding these remarks on Portuguese cereal cultivation as carried 
on before the planned efforts for the reconstruction of agriculture and agricul- 
tural economy undertaken about ten years ago and intensified in these last 
five years, it may be stated that cereal production in the period immediately 
before the war represented some 642,000 metric tons, while imports amounted 
to about 150,000 tons of cereals. 

(2) Vine-growing and Wine-making. — The leading agricultural produc- 
tion of Portugal is vine-growing. It is the one that employs most labour and 
the largest capital, and it contributes to the balance of payments the- proceeds 
of a constant and assured export. 

In Portugal the natural conditions are the best possible for vineyards, and 
the production is not affected, as that of cereals, by the weather conditions, 
which occasion serious fluctuations in the cereal harvests from one year to 
another, 

' From this immunity of the production and its relatively satisfactory eco- 
nomic conditions the national economy, and especially in its social aspect, 
has always benefited. 

The basins of the Douro and of the Tagus are the best areas for vine- 
growing; nearly all the exportable wines are produced in one of these areas, 
both wines for blending and fine quality wines. 

At the beginning of the century, the cadastral services calculated the lands 
devoted to vine-growing as 313,165 hectares, or 4.5 per cent, of the productive 
area, a percentage only surpassed by Italy among the other producing countries. 

The districts in which vineyards occupy the largest area were in 1920, 
and continue to be at present with slight variations, as follows: Lisbon, Braga, 
Vizeu, Santarem, Oporto, Leiria, Villa Real, Guarda, Vianna do Castelo and 
Faro. In relation to the total area of the respective district, the order is as 
follows: Braga with 19.2 per cent., Lisbon with 12.64 cent., Vianna do 
Castelo with 14.78 per cent., Oporto with 14.15 per cent, and Villa Real with 
12.33 cent. 

In regard to vine-growing, Portugal might be divided into 12 agricultural 
regions. Some of these regions are officially delimited for the effective protec- 
tion and defence of the typical wines, as for example that of the Douro, whence 
originates the wine which is universally renowned under the name of “ port ”, 
together with the excellent table wines known by the appellation of “ virgin 
wines of the Douro ”. 

The most productive is the region of Bacia and of the Tagus basin, where 
the extensive plantations of vines attain and sometimes exceed a million stocks 
and the productivity attains levels unsurpassed in any other part. 

In concluding this examination of Portuguese agricultural production in 
the period before the great reforms of agriculture and agricultural economy 
were initiated, this production may be estimated at a value of about 250,000 
contos, or 250,000,000 milreis; of which total, 35 per cent, represented the earnings 
of labour. 
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This review, although not more than superficial, of the national economy and 
the agricultural situation is enough to give an idea that the rural economy is at pre- 
sent very far from meeting all the requirements of the country in basic foodstuffs; 
an adverse balance of trade in respect of cereals and livestock is offset mainly 
by the wine output. 


Potential Agricultural Capacity of Portugal. 

From all we know of Portuguese agricultural we can conclude that there is 
a vast area of uncultivated land in Portugal, that the working of the lands is 
seldom intensive, that knowledge of agricultural science is scarse, and that the 
exploitation of the hydraulic resources of the country is unsatisfactory. A 
recognition of these conditions leads to the conviction that the actual effective 
production is very far below the productive capacity; whereas the potential 
capacity of the Portuguese soil is very high. Of the 8,910,640 hectares which 
represent the mainland area 8,500,000 hectares are cultivable, the remaining 
410,640 constituting the area built over, used for roads, etc., and that part 
which is not capable of cultivation. At the present time the area in produc- 
tion is about 6,100,000 hectares. Thus, if the area capable of cultivation and 
production is estimated at 8,500,000 hectares, Portugal may count on an addi- 
tional 2,300,000-2,400,000 hectares to be farmed, that is to say, the produc- 
tive area may be expanded by one third and the national zone of cultivation 
may finally represent 95.40 per cent, of the total area of the country. 

An all important question connected with that of the extension of the 
cultivated area, with that of the intensive cultivation urged for certain pro- 
ducts, as, for example, the cereals and, first and foremost, wheat, and with 
the increase of certain types of production still little developed and of excellent 
possibilities (such as olive, certain fruits, vegetables, forage crops, etc.), is that 
of the expansion of irrigated lands; and in its turn this question, long discussed 
in Portugal and only now in the way of gradual realisation, is intimately related 
to the problem of irrigation waters, the basis, together with the campaign for 
wheat growing and that for the protection of vine growing of the agricultural 
policy of the Portuguese Government. 

In the first serious studies made in regard to the general schemes for the 
transformation of agriculture by means of irrigation, it was calculated that the 
area which could be devoted to irrigated crops and capable of being irrigated, 
was 2,300,000 hectares, or 25 per cent., of the total area; of this total, at the 
present time, only 870,000 hectares are under irrigated crops. 

On the other hand there was a general conviction among those concerned 
that the Portuguese agricultural problem was above all a problem of irrigation. 

Considering that, by the first stage of the works required, there could be 
converted into irrigated land 200,000 hectares of dry land, the champions of 
the irrigation schemes claimed that there would be an increase of 3,000,000 
milreis on a single harvest of average type. 

The fact that the prosperity of Portugal is, owing to the nature of the 
country, intimately associated with the agricultural industry is not to be inter- 
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preted in the sense that the other industries are not to reach the maximum of 
their prosperity. The need for co-ordination derives from the importance for 
the economic development of Portugal of the use of hydraulic motive power 
which can distribute electric energy to various points of the country, and so 
compensate in part for the want of coal and facilitate industrial and com- 
mercial progress by the production of light, heat and motive power. By 
benefiting industry and transport this would tend to further the development 
of agriculture, not only through the replacement of animal traction by ma- 
chinery but also through the encouraging of irrigation which, mainly in the 
South of Portugal, represents the only remedy for combatting the great enemy 
with which agriculture in that region has to contend, viz., drought. In accord- 
ance with the new policy of reconstruction, financial assistance is to be 
given by the State for the achievement of these objects, since the expendi- 
ture which this work represents, heavy as it is, none the less will in the end 
increase the national wealth and the national income. 

Present Position of Agriculture. 

With a view to estimating with the help of numerical data the endeavours 
made by the rural classes to second the official policy through the new cor- 
porative bodies which organise Portuguese agriculture and which co-ordinate 
from the standpoint of the common national interest the general and special 
initiatives and schemes, a brief survey will now be attempted of the present 
state of agricultural production, limited to those products already considered 
above. 

The significant data will afford also some idea of the effect on Portuguese 
international trade of the State protectionist policy and agricultural policy in 
general, which aim at rendering the nation independent in respect of raw ma- 
terials and at adjusting the balance of trade, by cutting out certain items of 
imports which can be replaced by the increase of national production. 

According to the figures of the “ International Year-book of Agricultural 
Statistics " of this Institute, for 1934-35, the area devoted to wheat in Por- 
tugal was 543,956 hectares as compared with the 437,688 wdiich represent the 
average for the period 1926-30; the production was 6,719,650 quintals as com- 
pared with the average of 2,840,434 quintals; the yield per hectare rose from 
6.5 quintals in 1926-30 to 12.4 in 1934-35. As might be expected the imports 
showed a corresponding decline over the same period, viz., from 1,943,045 quin- 
tals (including wheat flour) to 255,188 quintals. 

This increase in wheat production came to be regarded as excessive being 
due to the exceptional continuance of the optimum conditions and accord- 
ingly of seasons of maximum production In November 1934 the Government 
already recognised the necessity of imposing a check on the advance in 
order to prevent the increase of the stocks which, on the completion of the 
1935 harvest, were found to total 1,230,000 quintals. With a view to 
the removal of the difficulties resulting from this state of affairs, the 
Decree of 12 August 1935 was enacted which rendered compulsory the declar- 
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ation of harvests, placed the trade in wheat in the hands of the National! 
Federation of Wheat Growers and at the same time made provision for the 
issue of warrants to farmers with excessive production, up to 70 per cent, 
of the value of their crop. 

On the other hand, the State and the corporative organisations are endeav- 
ouring to restrict imports which in the years 1932 to 1935 tended to exceed 
the requirements of the internal market, and although the promotion of a 
regular wheat export is in no way part of the policy, temporary measures 
are being taken to encourage exports so as to balance excessive imports. 

In regard to maize the figures are also significant, but in another sense, as 
will be seen. In fact, in the four-year period 1926-27 to 1929-30, the average 
area devoted to the cultivation of maize was 348.450 hectares and the produc- 
tion 3,727,000 quintals; in 1934-35 the maize area increased to 425,860 hectares 
and the production fell to 3.042,980 quintals, the average yield, which in the 
earlier period had been 10.7 quintals per hectare, fell in 1934-35 to 7.1 per 
hectare. The external trade followed a parallel course, with the export almost 
nil and with an import varying from 639>^^8 to 75^*^8o quintals. 

Some allusion has previously been made to this phenomenon of decline- 
in maize production and it may be stated that the increase in wheat pro- 
duction and the consequent larger consumption of wheat flour are to some 
extent due to the advantageous price of wheat; on the other hand, the very 
fact of the neglect into which the intensive cultivation of maize has fallen 
explains (apart from other more complex reasons of a technical nature) the 
decline in productivity. In any case, it appears that the associations of maize 
growers are making efforts to remedy the deficit in production, especially after 
measures were taken to limit the production of wheat which rivals maize as one 
of the most widely cultivated crops. 

In regard to oats, the areas under this crop show no increase from 1930 
to the present time, but there has been increase in productivity, the yield 
having risen from 4.6 quintals per hectare to 6.9 with consequent increase in 
production from an average of 832,945 quintals to 1,116,310 in 1934-35: this 
figure however is not to be considered as normal, since it is greatly in excess 
of the production of any previous year. In the 1933-34 season the production 
was, on the contrary, exceptionally scanty, being the lowest for the whole of 
the past two decades: viz., 527,772 quintals with a yield of barely 3.2 quintals 
per hectare. In any case, the production of oats does not, from the economic 
standpoint, represent a problem, as there is a certain stable, or at least easily 
secured, equilibrium between production, consumption and trade. 

The area under barley is becoming restricted, but not the consumption, 
as a branch of which the brewing industry is beginning to gain importance. 
This industry was hitherto almost non-existent in Portugal, possibly on account 
of the protection accorded to the wine- making industry. The averages in respect 
of barley growing for 1926-30 were 70,824 hectares and 401,612 quintals with 
a yield of 5.7 quintals; the corresponding figures in 1934-35 were: 50,190 hec- 
tares, 440,739 quintals and a yield of 8.8 quintals per hectare. This last 
however was not a sufficiently high yield, as it rendered necessary an import 
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of nearly 14,000 quintals, a quantity which possibly will be exceeded in sub- 
sequent years owing to the increase in consumption due to the growing impor- 
tance of the brewing industry. 

The production of rye, like that of oats, is properly balanced and kept 
within the due limits of the present internal requirements; the area cultivated 
has decreased in comparison with the average of the last five year period and 
the yield has increased from 6.7 to 8.9 quintals per hectare, resulting in an 
advance in production from 1,109,688 to 1,247,910 quintals, while the area 
declined from 164,642 to 140,755 hectares. The import and export figures 
for rye are so small as not to call for mention. 

As in the case of wheat, there is excess of production from vine-growing 
and a serious fall in values. The area under vineyards has undergone but 
little variation from 1929 to the present time, but the production of table 
grapes increased from the average of 10,818,636 quintals for the period 1926-30 
to 13,031,000 quintals in 1934-35- "I'liat of wine grapes increased from an 
average of 6,047,038 to 10,804,713 quintals. Export of table grapes ro.se from 
37.943 to 54,232 quintals, but on the other hand the export of wine, which 
in 1926-30 was 1,000,000 hectolitres, declined and finally was hardly more 
than 700,000. 

The foundation of the corporative organisations — P'ederation of the Vine- 
growers of the Centre and South of Portugal, Guild of the Merchant Exporters 
of Wine, Corporation of the Growers and Exporters of the Oporto wines, and 
the Syndical P'ederation of the Vine-growers of the Douro Region-has served 
to bring about the practical regulation both of wine production and also of 
its internal and international trade. 

One of the measures taken was the destruction of the inferior wines, either 
with compensation to those affected by the loss, or regarding the quantities 
destroyed as the producer’s corporative contribution. The elimination of the 
wines made from grapes produced from grafted hybrid stocks was calculated as 
affecting 100,000 casks of 600 litres in all and the surplus was estimated at 
200,000 casks. 

However, the scanty vintage of 1935, the quotas imposed for the import- 
ation of Portuguese wine into certain countries (in particular, into France), 
and the measures taken by the Government and by the corporative organis- 
ations, have relieved the situation of the existing stocks, but have not checked 
the progressive decline of prices. 

Among the legislative provisions of interest is that of 28 January 1935 
which prohibits the planting of new vineyards, although actually this has not 
strictly applied as have been the other measures relating to vine cultiv- 
ation and to trade in wine and to its utilisation for the obtaining] of by- 
products. 

The greates joint effort made by the vine growers, has been made in the 
region of the Douro, where the organisations have effectively controlled produc- 
tion and protected the pure genuine product and international trade in it. |The 
central body, the previously mentioned Syndical Federation of the Vine-growers 
of the Douro Region (commonly known as “ Casa do Douro ”) was declared to be a 
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corporative organisation, by the Law. of lo January 1935. To ^ve an idea of 
the importance of this organisation, which carries out the provisions of the law, 
some figures, are subjoined which clearly show the activity of this organisation. 
Up to 1934 the “ Casa do Douro ” had granted warrants to the extent of 
12.600,000 escudos on port wine. For the purchase of ordinary table wines of 
the vintages 1932 and 1933, the same body expended 33,512,000, escudos and 
distributed the brandies produced by distillation of these wines (10,230 casks) 
among the farmers with a view to utilisation in the manufacture of their wines. 
More than 20,000 vine growers have been assisted by the technical services of 
the Federation in other types of activity. In 1935 the Casa do Douro li- 
mited the manufacture of port wine to 70,000 casks; this limitation was 
dictated by the excess of stocks and the desire to avoid congestion of 
markets and lowering of prices. 


Land Improvement by Irrigation. 

The irrigation of the various regions presents a more serious problem from 
the economic and social aspect than on the technical side since, if on the 
one hand it involves the preliminary study of the actual and possible physical 
features, rainfall, and irrigation facilities, of these regions, it demands on the 
other a close acquaintance with the population, production, internal and external 
trade and transport, and the social and political organizations; in short, a kno- 
wledge of the so-called human geography of these regions. 

Seeing that all financial operations connected with land settlement or 
repopulation are long term investments bearing a low rate of interest, they 
are very seldom suitable for private investors, either as regards the amount 
required or the duration of the loan, which can hardly be expected to mature 
during the lifetime of the investor. Such operations, therefore, are of interest 
only to the State, since the State is benefited by the increased value resulting 
from land improvement in public and private property (at least four times 
its original value) and in production; by the development of trade and the 
increased volume of business and the consequent increase in the public revenues 
in respect of taxation, etc.; by the establishment of new industries strictly 
dependent on agriculture; and by the consequent increase in the population. 
Finally, for a country like Portugal, which still owns the fourth largest colonial 
empire in the world, the most important advantage is the excellent example 
set by such undertakings and the experience gained from them, which can 
be turned to account in the overseas possessions (i)- 

For the above reasons, both general and particular, the Portuguese 
Government established on 8 September 1930 the “ Autonomous Committee for 
Agricultural Irrigation Works ”, which was dependent on the Ministry of Public 
Works and Communications and was entrusted with the duty of carrying 


(I) See: v f' 1935. Esiunos, Proiecios, e Constocccion. Committee for Agriculture 
Irrigation Works. Portuguese Republic, Ministry of Public Works and CommunlcaUoii*, Elsbon 1936. 
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out the policy of the Government in rCvSpect of irrigation. This Committee was 
reorganised a year later in accordance with a Decree, and subsequently modified 
by successive measures until it assumed its final form as established by the 
measure of i6 February 1935. 

On 28 February 1930, authority was given for the issue of a loan of 
100,000 contos (i) for use during the first ten years of the plan (1931-1941). 

The first general scheme drawn up by the Committee was vague, frag- 
mentary and extremely costly; hence Ministerial measures were introduced in 
January 1935, providing for the preparation of a concrete plan calculated to 
ensure speedy returns, so that its practical and economic result should act 
as a stimulus in this first phase of agricultural irrigation in Portugal. 

A general map was therefore prepared showing the possibilities of irrig- 
ation over a total area of 400,000 hectares, together with a definite scheme of 
the irrigation financially possible, covering an area of 168,505 hectares. From 
the second area some 80,000 hectares were selected for immediate operations, 
and grouped into 16 section, at a total expenditure estimated at 500,000 contos. 
The preliminary studies, the organisation of the plans and the works to be 
undertaken in each of these 16 sections constituted the plan of 1935, which 
was to be carried out within the seven-year period 1935-41. 

In order to give an idea of the rate at which the studies and the works 
proceed the total expenditure up to the end of 1935 is given below. 

Up to the end of 1934, for studies, plans, machinery, build- 


ings, etc 21,456,923.66 

During 1935 vStudies and plans 5,608,459.69 

buildings, etc. 4,862,434.76 


General total to end of 1935 . . . 31,927,818.11 


Apart from rice, the cultivation of which has already been increased from 
an average area in 1926-30 of 13,054 hectares to 22,892 in 1934-35, with a 
corresponding increase in production from 213,866 to 547,461 quintals, the crops 
which it will be possible to grow on the irrigated zones according to the 1935 
plan, are the following: 

Pasture and fodder crops 28 % 23,240 hectares. 

Fruit-trees 20 % 16,000 » 

Products at present imported 52 % 43,160 » 

By increasing the production of fodder, it would be possible to develop 

stockbreeding, which is by no means satisfactory at present. State assistance, 
particularly financial assistance is necessary for fruit-growing as fruit-trees are 
not immediately productive. 


(i) The conto is equal to 1,000 milreis. 
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The possibilities of irrigation in Portugal are given below: 


Zones Area for irrigation 

to be improved ' (hectares) 

Velga de Chaves 2,000 

Campos de Vilari9a 7 ^^ 

Vale do Vouga 25,000 

Campos de Burgtis 185 

Vale do Mondego 30,000 

Campos do Tiz 1,000 

Campos do Alcoa e Rio de Areia 

Vale de Sizandro 5 

Campina de Idanha 6,000 

Vale do Tejo 35>ooo 

Vale do Sorraia 30,000 

Campos de Magos 7 ^^^ 

Campos de Miige 2,700 

Campos de Toures 7 ^^^^ 

Campos de Marateca 7 ^^^^ 

Campos de vS. Marti nho 5 ^^^ 

Vale do Sado (Tower course) 6,000 

Vale do Sado (Upper course) 

Campos de Xarrama 1,000 

Campos da Ribeira de Odivelas 1,000 

Campos de Alfimdao 5 ^^^^ 

Campos do Roxo 

Campos de Vila Nova de Mil Pontes 

Camos de Tavira 2,500 

Campina de P^aro 9 ^^^^ 

Campina de Silves e Portimao 2,000 

Areas not specifid 10,000 


Total . . . 168,565 


The 168,565 hectares referred to above comprise the area which it is 
financially possible to irrigate in the near future, out of the total area of 400,000 
hectares which should be irrigated. The area of 80,622 hectares for which 
irrigation is considered urgently necessary is divided into the following zones: 


Veiga'^de Chaves 2,000 

Vale da Vilari^a 7 ^® 

Burgaes 

Campos do Mondego 15,000 

Campina da Idanha 6,000 

Paid da Cela 44 ^ 

Campos de Alvega • 

Campos do Ribatejo 12,700 

Campos de Magos 7 ^^ 

Vale do Sorraia 30,000 

Campos de Toures 7 ^^^^ 

Vale do Sado (Tower course) 6,000 

Valo do Sado (Upper course) • 3 > 5 ^o 

Campina de Silves e Portimao 

Campina de P^aro 700 


Total . . . 80,622 
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It is calculated that the total irrigable area of Portugal will, when the 
necessary works have been carried out, support a population of one and a 
half million more than the present number. 


E. Martinez de Bujanda. 
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CROP FINANCE 

Summary: I. General considerations. The consequences of the crisis in agriculture aggravated 
by the lack of organisation by farmers in respect of the sale of their products. Neces- 
sity for working capital to allow farmers to cover their working costs during the whole 
production period and to avoid the necessity for a quick sale of their products immedi- 
ately after the harvest. General lack or insufhciency of such capital. Subsequent 
requirements for crop finance. Definition of crop finance. Its function in steadying 
the market. Interest particularly of the large numbers of small producers in such 
financing Legal regulation concerning loans against pledge made under the latest laws 
System of guarantees under laws in France, Italy and England. — II. Situation in 
certain countries. Argentina. France. Italy. Poland. Other countries (Greece Romania 
Uruguay, and Columbia). 


I. — General Considerations. 

Although it had almost everywhere the same essential causes, the agricul- 
tural crisis had different characteristics and repercussions in the various countries 
according to the extent of the technical, economic, and commercial organisation 
of agriculture and its financial resistance. It is not necessary to study here, 
although it would be very interesting, the way in which the various agricultural 
economies met the difiiculties created by the crisis, the systems and means adopted, 
and the results obtained. However, it is generally agreed that the crisis would 
have had in certain countries less disastrous results if, among other things, farmers 
had been better prepared and the sale of their products better organised. In 
fact, while associations concerned with production and technical matters have 
grown and continue to grow appreciably in importance, this cannot be said of 
associations concerned with the handling, marketing, and prices of products, 
the sale of which is still effected by elementary methods. This appears all the 
more important if it is borne in mind that the large majority of farmers are small 
producers generally without experience in and means for trade and, as a result, 
are easy prey to speculative intermediaries. 

The bad organisation of the sale of products has, without doubt, disastrous 
consequences for the producer and certainly represents a social loss (i). The 
unregulated supply of agricultural products, not responding to the needs of the 


(i) Prof. Carlo Draooni: Economia agraria. Milano, Hoepli, 1932. 
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market and associated with a relatively inelastic demand, produces those violent 
fluctuations in prices which constitute one of the main disturbing factors in agri- 
culture. 

Farmers who have often to pay the rent for their farm and harvest expenses 
as soon as the crops are harvevSted are obliged to sell their products at a time 
when similar products, coming from a great number of other farmers who are 
in the same position, flood the market and inevitably produce the collapse of 
prices. The result is that sometimes the returns from the sale are not sufiicient 
to cover the costs of production and the farmer after considerable labour finds 
himself finally obliged to incur a debt in order to provide for the maintenance 
of himself and his family. 

In fact, the funds to finance crops should be provided by an adequate work- 
ing capital because the farmer recovers the expenses involved in a year's pro- 
duction only at the moment when the production of a crop is finally completed, 
namely during the following year. Working cajrital for a farm should therefore 
cover the costs of production during two distinct phases. 

The first phase corresponds to the period between the moment when expenses 
of production are first incurred and the harvest. The second corresponds to 
the period between the harvest and the sale of the crops. 

The first phase depends only on the conditions under which crops are pro- 
duced. Here there are many factors to be considered, the quality and fertility 
of the soil, the position of the farm, weather conditions, etc. 

The second depends on one hand on the movement of market prices a rise in 
which induces the farmer to sell his products and a fall impels him to keep them 
off the market; it depends, on the other hand, on the reserves of working capital 
which make it possible for the farmer to spread the sales of his products fairly 
evenly over the whole year. 

For given farming conditions there is an optimum period for this second 
phase. If working capital reserves are not available to the farmer over this 
period he is obliged to provide himself with funds by loans and this is the use 
of credits for crop finance (i). 

These credits consist in an advance to the farmer of sums to replace for the 
time being those which he could obtain by the disposal of crops whose sale he 
is spreading over a period (2). Such credits are issued against promissory notes 
or warrants. The warrant is a note on security and is transferable by endorse- 
ment ; it describes and gives the value of the goods backing the loan and gives 
to the lender a first class security. By the use of such a warrant the owner of 
goods being in temporary need of money can at once contract a loan of the 
necessary funds and so avoid .selling the goods constituting the security ; these 


(1) For a study of the financing of an important world crop, i. e. cotton, see The financing of 
THE GROWING AND MARKETING OF COTTON. Monthly Bulletin of Agriculiurul Economics and Sociology, 
January 1936. International Institute of Agriculture, Rome. 

(2) IvOUis Tardy, Directeur general de la Caisse nationale de crMit a^icole (Paris): lyC finance- 
nient des r^coltcs. Report pre.sentcd at the Vth International Conference of Agricultural Credit, 
Vienna, 9-11 September 1936. 
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goods in fact remain in the possession of the borrower (i) 
is that of a kind of mortgage against movable goods. 

If this credit instrument were not available, the farmer in need of money 
would have to have recourse to one of three means: he can either sell his output 
at whatever price he can get, or he can borrow on a simple note of hand backed 
only by personal security which lenders generally consider insufficient- or finally 
he can mortgage such real estate as he has the good fortune to possess incurring 

ment^oTdeTr expenses of an attested acknowledge- 

The need to make possible the disposal of agricultural products in a rational 
way and for remunerative prices, in other words to prevent by spread sales the 

flooding of the market, and to adjust supply and demand, has recently been more 
and more recognised. 

Advances on crops have from their beginning had the object of preventing 
precipitate sales and so reducing the excessive supply at the most critical time 
o the year. In this way the falling of prices below the average or equilibria! 
level is avoided and so the market is more quickly stabilised than it is b\' means 
of a slow absorption of surplus supply. Stabilisation is the more rapid the closer 

IS the amount of the products against which credits are issued to the amount of 
the surplus supply. 

Further, while being advantageous for producers these credits are not op- 

Wes ffill . 1 I" their absence it generally happens thlt 

prices fall a result of surplus supply even below the costs of production, and 
rise later. Ihis while being disadvantageous for farmers favours the intermedi- 
aries who make a profit out of temporary disequilibrium, and does not benefit 
the consumers who, as experience has shown, have to pav for the same products 
retail prices proportioned not to the average wholesale prices during the period 
of diseciuihbrium but to the higher prices which later rule on the wholesale market 

As this condition has been characteristic during the post-war period of the 
trade in the principal agricultural products it must be recognised that advances 
to farmers have exercised a beneficial influence not only from the economic but 
a so from the social point of view. They aim in fact at maintaining especially 
le class of small ffirmers ( 2 ), which is not able to dominate the market but which 
has to submit to it; this class is very numerous and in view of the considerable 
contributions which it makes to the total output of agricultural products should 
not be sacrificed. 

It is for this reason that to the traditional agricultural credit system has 
een added the branch with which we are now concerned, and which has spread 
f^lowly but steadily since its fairly recent beginning. It concerns the most im- 
portant agricultural products which are not subject to government price fixing 
or monopoly. ^ 


(3) /mG^PACAi^ "'"'veau regime deswarrants.agric<.lcs. Bc.sanfon, Jac,,ue.s et Den.onlrond, 1916. 

Casse'd- del.. 
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This form of advances against the security of products requires the solution 
of technical, financial, and legal problems. For its operation it is necessary first 
to provide storage, warehouses, refrigerators, and, in general, equipment required 
for the conservation of agricultural products; there must also be ayailable the ne- 
cessary funds for the current financing of crops; these resources can be of a fairly 
large amount, above all when, as is most often the case, the products concerned 
are most important not only in price but also in value. In such case the loan 
operations are beyond the ordinary resources of the banks and have serious re- 
percussions on public finance. But public finance, on the other hand, cannot be 
disinterested in the commercial realisation of the crops on which frequently de- 
pends the welfare of the whole community. As an example may be cited the 
disastrous consequences in Brasil which would have resulted from the lack of 
a systematic policy in respect of coffee. 

The predominant tendency of today is to defend the market of the principal 
agricultural products in which are interested not only those particularly concern- 
ed in the trade in these products, but also the community as a whole. In this 
respect a credit system aiming at steadying the supply and stabilising prices is 
of primary importance. 

The legal aspect of the granting of loans against pledge as this operation has 
been developed in the most recent legislation, has a particular interest. It would 
be outside the limits of this present article to examine exhaustively this aspect of 
the question. We will point out only that agricultural credit laws have frequently 
departed from traditional legal principle according to which in order to give 
validity to a loan contract the possession of the goods given as security had 
to be transferred to the creditor, and instead created a loan system where the 
security remained with the borrower. In other words, it was recognised that 
the guarantee given by security against the loan should be made in such a manner 
as to avoid the dislocation of agricultural operations, a dislocation that inevitably 
was produced if agricultural implements or livestock or, in our case, agricultural 
products, were transferred to a public or private depository. Then there was 
introduced a special form of loan against movable goods which while creating 
charges against these goods to secure the financial transaction yet left them in 
the possession of and available for use by the farmer. There were however at- 
tached severe penalties to be applied if the goods given as securities were sold 
without the consent of the creditor. 

But as regards this guarantee, systems vary according to the different legal 
traditions. The most developed example of bills backed by agricultural products 
is to be found in France. In that country as in Germany and a number of Latin 
American countries a system of agricultural loan has been adopted, which does 
not require the transfer of the possession of the goods given as security. Italy 
has introduced a system of preference rights, legal or conventional; Great Britain 
and Northern Ireland has preferred to adopt a system of a charge on goods, 
a charge either simple or floating. 

In order that there shall be a valid charge on the security it is necessary 
however to replace the act of dispossession by a legal act giving to the sec- 
urity a defined form and avoiding the possibility of fraud and litigation. This 
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act consists in the registration of the giving of security in a special register called 
generally register of agricultural pledges and kept by the registrar of mortgages. 

In Italy there have been since 1884 proposals to introduce into agricultural 
credit operations a system of security by a charge on implements and livestock 
and on products, without dispossession. The legislator has solved the problem 
in a manner favourable to the farmer by adjusting the system of preference 
rights; this system is established in two forms, one legal and the other conventional. 
Agricultural credit operations are by law guaranteed by a preference right which 
gives to the lender in respect of the goods backing the credit (the products of 
the land in the case of a loan raised for the purposes of production, cattle or 
instruments in the case of a loan raised to buy these) a prior claim over any 
other creditor. A decree law in 1928 introduced a modification to the original 
decree of 1927 and made this system less strictly that of an impersonal goods 
security in respect of crops; according to the 1927 decree, in the case of a bad 
harvest, credits could be carried over into the following seasons even if the 
owner of the farm had changed in the meantime; according to the new decree, 
on the other hand, the carrying-over of the charge to the crops of the second 
year is admitted only when the land is cultivated by the person who obtained 
the loan. The conventional charge is an accessory form of security by which 
the farmer can reinforce the legal charge. If the loan is granted to permit the 
cultivation of the land, and is consequent!}^ guaranteed by a legal charge on 
the products, the farmer can in order better to guarantee the loan contract 
a charge also on his cattle. The contract charge is, in short, an agricultural 
pledge which does not give possession to the lender and is regulated as such. 
It has in fact to be made by a written document which should be duly regist- 
ered on a special register held by the registrar of mortgages. 

Another interesting case of the legal regulation of advances against security 
is provided by the P:nglish law of 3 August 1928. This law allows the se- 
curity of goods in the form of a fixed or floating charge in the case of farm credit 
operations. This kind of guarantee was previously unknown to English law 
concerning agricultural products. According to these laws the farmer could 
offer to credit institutions from which he asked for loans only personal securitv 
or a charge on real property in the case that he himself was the owner of the 
land. According to the new law, on the other hand, the farmer is entitled to 
offer also a charge on the products and equipment of his farm and this charge 
is made without the goods constituting the security being removed from the 
farm to which they belong. The security follows the type of the English pro- 
perty charge in the form of either a floating or a fixed charge; in the first case 
the charge is on one or more given objects belonging to the farm concerned; 
in the second case the charge is general on all the objects or on one or more 
categories of goods belonging to the farm; in the first case the charge is direct 
and the creditor can consequently demand that all the money banked by the 
debtor shall be reserved to the repayment of the credit; in the second case the 
charge is general but can however be converted to a fixed charge in certain 
given circumstances, for example in the case of the bankruptcy of the farmer. 
The result in any case is the same obligation for the debtor which derives from 
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a fixed charge and which directs all the money that he may realise by means 
of the disposal of the goods on which the charge is made, to the extinction 
of the debts. All these charges have to be registered and the law provides 
a heavy penalty for the farmer who removes goods backing such a charge. 

We have given considerable attention to the system of security against 
agricultural loans because this point is obviously very important for the devel- 
opment of crop finance. 

We shall now describe the operation of this form of credit in certain coun- 
tries (i); this will allow us to discuss certain interesting details and will complete 
the description of the system and give it a more concrete form. 


II. — Situation in Certain Countries. 

Argentina. 

Loans against agricultural pledge have developed considerably in Argentina 
since the first year of the operation of the law of 19 October 1914 (No. 9,644) which 
instituted this form of credit. In a report presented to the Congress of the Repub- 
lic of Argentina (2) the Minister for Agriculture points out that the remarkable 
development of agricultural loans secured by a charge on movable property has 
been considerably affected by the conditions and development of modern life. 

In the past the Argentine farmer, if he were not a large owner and cattle 
farmer, only exceptionally concerned with arable farming, was a small owner 
without large means, using elementary methods, and content with producing 
a small output sufficient for his own supplies and requirements. At the present 
time, on the contrary, the farmer no longer farms to meet his own requirements 
but supplies the needs of people living in distant lands and having a wide variety 
of wants. That is to say from this point of view agriculture has become a busi- 
ness like any other and as such has need of appropriate credit to allow it to be 
carried on effectively and on a sound basis. Agricultural implements and ma- 
chines have increased and have always to be replaced and perfected, seeds have 
to be selected and substituted for others according to technical advice and in 
accordance with world demand, more labour is employed and wages have risen 
and cultivation has become more intensive. 

The inevitable consequence was the specialisation of each farmer in one or 
two crops. From this point of view it is easy to explain the large 'figure reached 
in this country for registered loans against security and the recent tendency in 
agricultural credit operations to prefer loans against movable property. Law 
No. 9 >^44 created a public instrument of credit which allows the easy mobilisation 
of the movable and semi-movable capital of the farmer by guaranteeing to the 


. (i) e;gidio Pardini: I,e anticipazioni sui prodotti agricoli a traverse le associazioni agrarie 

cooperative in rapporto aH’organizzazione delie vendite collettive, alia dlfesa dei prezzi e all’ifldi- 
rizzo della produzione. Report made at the Vth International Conference of Agricultural Credit, 
Vienna, 9-1 1 September 1936. 

(2) Carcano Doctor Miguel Angel, Ministro de Agricultura : Memoria correspondiente al 
ejercicio de 1935 presentada al Congreso de la Nacidn. Ministerio de Agricultura de la Nacidn 
Argentina. Buenos Aires, 1936. 
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creditor the sums advanced by him by means of a more secure charge. The 
agricultural pledge instituted by this law can be backed by; 

(a) Machinery in general, agricultural tools and instruments ; 

(b) All kinds of animals and their products and movable goods appro- 
priate to a farm; 

(c) All kinds of agricultural products of the agricultural year in which * 
the credit falls due for repayment, whether they be hanging, standing, or harvested 
or gathered crops; and also timber, mining products and products of natural 
industry. 

The goods given as security guarantee to the privileged creditor the loan, 
interest, and expenses incurred. . 

The debtor keeps possession of the goods which form the creditor’s security. 

Agricultural privilege, however, does not affect the prior claim of the land- 
owner for rent due or for the sum due in cash for the use of the goods during the 
same time, if the debt is anterior to the giving of the guarantee, provided that 
the relative contract was registered previously to that of the guarantee contract 
with the public registrar concerned with these contracts. 

The contract of guarantee can be made by either a public or a private act. 
But it is effective as concerns third parties from the day of its registration in the 
special register. 

The registrar delivers at the time of registration a certificate which contains 
the names of the contracting parties, the amount of the loan and the date on 
which it has to be repaid, the kind, quantity, and location of the goods given as 
security and the date of the registration. 

Fruits and animal and farm products can be sold by the debtor at the time 
when they are ready for sale but the buyer will not be able to take delivery until 
the creditor has been paid the amounts for which these goods are security. 

The guarantee certificate is transferable by endorsement; and all those who 
sign or endorse a guarantee certificate are jointly responsible. 

In the case of the sale of goods given as security either by a reciprocal agree- 
ment or as the results of a legal proceedings, the product of this sale is distributed 
in the following manner and order: 

(a) Payment of the costs of a sale by order of a court and of adminis- 
tration charges from the day of the contract to the day of the distribution of 
the proceeds of the sale; 

{h) Payment of taxes; 

(c) Payment of the rent of the farm if the debtor is not the owner; 

{d) Payment of capital and interest on the loan or loans in order of their 
registration; 

[e) Payment of wages, salaries and the costs of harvesting, threshing, 
€tc., due before the date of the contract provided that they have a preference 
according to civil law. The balance will belong to the debtor and will be paid 
to him. 

The development of the system of agricultural guarantee can be seen from 
the following figures which refer to the period from the coming into force of the 
law described above until the end of 1935. 
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Year 

1915 (I) 

1916 . 

1917 • 

1918 . 

1919 . 

1920 . 

1921 . 

1922 . 

1923 • 

1924 . 

1925 . 

1926 . 

1927 . 

1928 . 

1929 . 

1930 . 

1931 . 

1932 . 

1933 • 

1934 • 

1935 • 

(i) Including the month of December 1914. 

In 1935 contracts guaranteed by live-stock and live-stock products were 
4,680 in number, 6.2 per cent, of the general total shown in the table, and 
43,325,041 pesos m/n, 14. i per cent, of the total. 

Contracts guaranteed by the products of farming and of agricultural 
industry were greater in number, being 30,022, 40 per cent, of the total, and their 
value was also greater being 142,918,965 pesos m/n, 46.6 per cent, of the total. 

Official action was more important in the case of this kind of loan against 
pledge by reason of the loans granted by the Junta Reguladora de Grams ^ 
the Junta Reguladora de Vinos, the Comisidn Nacional de Defensa contra la 
Langosta, the Junta Nacional del Algodon and the Banco de la Nacidn Argentina, 

The number of loans against guarantee given by the Banco de la Nacidn 
Argentina in 1935 was 6,788, amounting to 31,531,048 pesos m/n, concerned 
especially with wheat, flax, maize, and barley. 

The loans granted by this bank responded to the numerous farmers' 
necessities during the whole period of production up to the harvest, and had 
the object of preventing forced sales of the products and of so maintaining 
the prices of these products. 

Pledges against agricultural implements and machinery in 1935 numbered 
10,361, 13.8 per cent, of the total, and amounted to 31,391,527 pesos m/n, 10.2 per 
cent, of the total. These loans allowed the farmers to get at the most opportune 
moment and under favourable conditions implements essential to their work. 

lyoans against security of machines not strictly agricultural, motor-cars, 
lorries, and tractors, as well as against other categories of goods, complete the 
total of contracts against guarantee given in the table. 
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France. 

There has been in France during the last few years a large development 
of the system of crop finance, above all in connection with the measures which 
have been adopted for the organisation and defence of the market for wheat 
and wine (i). 

For these operations are used not only bank deposits but also resources 
placed by the State at disposal of the mutual agricultural credit institutions. 

Various laws have for this purpose put special credits at the disposal of 
the National Apicultural Credit Bank. Thus, the Taw of 26 January 1933 
provided a credit of 300 million francs for the financing of the wheat harvest 
of 1932, the Laws of 28 hebruary, 4 July, and g July 1934 provided respecti vely 
100 million, 200 million, and 500 million for the harvest of 1933, and the Law 
of 18 April 1935 finally granted 300 million for the harvest of 1934. The Law 
of 24 March 1936 renewed these various credits up 31 December 1939 in order 
to provide for the financing of future harvests. 

The farmer who desires to obtain an advance against his harvest generally 
signs a promissory note or a warrant in favour of a local agricultural credit bank 
which rediscounts the note or warrant at the regional bank; the latter in turn 
rediscounts it at the National Agricultural Credit Bank or at the Bank of France. 

The warrant is a special transferable certificate which states the amount 
of the loan, the date of repayment and the security backing the loan; the law 
of 30 April 1906 sought to make such a certificate a true credit instrument by 
provisions to allow' it to circulate and to assure its payment when due. Thus, 
the warrant is transferable by endorsement and those who have signed or en- 
dorsed a warrant have joint liability. Further, if the borrower fails to meet his 
liabilities when the warrant becomes due, the holder can in a simple and rapid 
way have the security sold, and Article 12 of the .same law gives to the holder of 
the warrant a preference in respect of the proceeds of the sale over almost 
all preferential creditors, and in the case that the funds obtained from the sale 
do not suffice to satisfy the claims of the holders Article 13 gives him further 
resource against the endorsers and the borrower. 

By the terms of Article i of the Decree-I^aw of 28 vSeptember 1935 which 
replaces the corresponding provisions in the Law of 30 April 1906 {2), it is indi.s- 
pensable to be a farmer in order to be able to issue an agricultural warrant, 
since this law is concerned with a credit system created for the exclusive 
benefit of apiculturists; but the expression “ any agriculturist ” used in the 
law makes it clear that the word “ agriculturist ” should be understood in the 
widest sense, referring to any individual who is occupied in the cultivation of 
the soil, whether he be an owner cultivating his own land, a farmer holding 
land by lease, or a metayer farmer; the latter is an “ agriculturist ” at least in 
respect of that part of the agricultural products of which he becomes exclusive 
owner after the division of the harvest. 


(i) See the report of Prof. I^ouis Tardy, already quoted. 
(3) J. Carret, work already quoted. 
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Of course the agriculturist cau issue a warrant only against those things 
of which he is the owner. According to the Decree-I^aw of 28 September 1935 
which increased considerably the scope of the agricultural warrant system and 
thus contributed to an increase in the credit facilities available to the agriculturists 
the following goods can be used as security backing a warrant: 

{a) products of the farm concerned including the animals and sea-salt; 
(6) all kinds of material used to hold the goods backing warrants; 

(c) in a general fashion and without distinction all goods composing the 
stock appropriate to the farm; ' 

{d) ungathered crops; 

[e) goods having, in accordance with article 520 and 524 of the Civil 
Code, the character of real estate, by nature or destination, with the exception 
of those fixed to a wall. 

The term of the bills or warrants is normally 3 months; it may be as 
much as six months with the possibility of renewal in justified cases. 

The agricultural credit banks proportion the size of the financing loans 
which they grant to the size of the harvests to which they refer, and they 
are obliged to limit the loans to a figure lower than the value of the harvests. 

The loans granted to wheat-producers to finance their harvests reached in 
1936 75 francs per quintal, and those granted to vine-growers were limited to 
four francs per degree hectolitre. 

A maximum rate of interest has been established for crop finance loans 
granted by the agricultural credit banks. For 1936 this rate was not to exceed 
by more than one per cent, the discount rate of the Bank of France. 

The system of security by which the agricultural credit banks could cover 
the crop financing operations was improved by the Decree-Taw of 28 September 
1935. This law authorises the agricultural co-operative societies to use as secur- 
ity for warrants not only the products of which they are the owners but also 
products derived exclusively from the harvest of members and supplied by them. 
Further, the holders of warrants issued against wines and alcohols can in future 
demand of the excise officers that they grant certificates allowing the transfer 
of the security for these warrants only with their consent, and if the warrants 
are not paid when they fall due they themselves can obtain certificates author- 
ising the transport of these wines with a view to their sale or distillation. 

Another decree-law of 23 October 1935 instituted a new kind of security; 
it provided that the mere inscription at the indirect taxes office of a guarantee 
undertaking confers on the lender in respect of a determinate quantity of wine 
or alcohol from the distillation of this wine a privilege right of the same order 
and nature as that of a holder of an agricultural warrant. The National Agri- 
cultural Credit Bank, the regional agricultural credit banks, and general banks 
can receive these guarantee undertakings as simple commercial bills dispensing 
with one of the signatures usually required. 

The existence of co-operative societies formed by producers contributes 
to increase the security of financial operations. They can, in fact, ofier as 
security to the agricultural credit banks either a collective warrant or a joint 
undertaking by their managers to repay. 
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For individual loans the National Agricultural Credit Bank has suggested 
that guarantees should be provided not only by pledges or warrants but by the 
formation of small groups of agriculturists to give joint guarantees to the agri- 
cultural credit banks. 

During the last few years importance has attached above all to the crop finance 
operations in respect of wheat and wine. Doans have also been granted for the 
financing of certain other products: wool, alcohol, spirits, and flower essences, etc 

The legislation in respect of the defence of the market for wheat (i) has 
encouraged the agriculturists and professional groups to stock their harvests and 
then to spread their sales. This system of storing and spread sales has had favour- 
able results and it has even taken on an obligatory character for the wheat- 
producers’ co-operative societies that have made a contract with the Ministry 
of Agriculture for the stocking of their products. 

The financing of wheat harvests has been carried out up to the present time 
through the co-operative societies. The loans granted for the financing for the 
wheat harvests have actually been: 

for the 1932 harvest. 139 millions to groups and 73 millions to individuals' 

tor the 1933 harvest, 513 millions to groups and 75 millions to individuals* 

tor the 1934 harvest, 491 millions to groups and 30 millions to individuals; 

tor the 1935 harvest, 395 millions to groups and 20 millions to individuals. 

The Law of 15 August 1936 which created the National Wheat Office will 
lead to a further very large increase in the financial operations in respect to 
future harvests. 

The agricultural co-operative societies are called by this law to play a very 
important part in the storing and sale of wheat. 

The cultivators belonging to them receive immediately they deliver their 
harvest to the co-operative society the total price of this delivery up to 50 
quintals and a payment on account of one half of the price in respect to the 
surplus. It has also been provided that the payments on account shall be 
made by the co-operative societies in respect of deferred deliveries of wheat 
remaining for the moment with the producers. 

The wheat co-operative societies thus have need, for this financing, of 
large sums which they obtain by discount operations at the agricultural credit 
banks and the Bank of France. 

While the loans granted in respect of the financing of the recent crop harvests 
had been made mainly to co-operative societies, in the case of credits to wine 
growers individual loans have been the most important. 

For the total harvest for 1934 and 1935 loans amounting to 264 million 
francs have been granted, five sixths being loans to individuals. 

The statistical inquiries made each year by the National Agricultural Credit 
Bank show that since 1906 223,600 agricultural w^arrants have been issued 
against 5,352 million francs of agricultural products given as security for loans 
amounting to 2,252 million francs. 


(i) L’Opfice national intekprofessionnel DtT BLt. I^w of 15 Aujnist .10^6 and nrincinar 
regulations. F^^ration Nationale de la Mutuality et de la Cooperation Agricoks. plris, 1936. 
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Italy* 

The principal law on agricultural credits (Royal Decree-I^aw of 29 July 
1927, No. 1,509, converted into the I,aw of 5 July 1928, No. 1,760) includes in 
farm credit operations advances against the pledging of agricultural products. 
These advances can be made either to individuals or to associations which culti- 
vate land by virtue of a legal title or any form of contract. But they are 
granted only in favour of producers in the case of retarded sale or unsold pro- 
ducts; they cannot exceed three fifths of the current value of the products given 
as security and they must be reduced or repaid even before their due date if 
the goods are either partially or totally withdrawn or if they have perished or 
deteriorated. 

All the special agricultural credit institutions, as well as the saving banks 
and ordinary institutions and co-operative credit societies which have the relative 
authorisation from the Ministry of Agriculture and Forests, conduct among other 
things this kind of financing. This form of financing tends to further increase 
at the present time as a result of the adoption of the system of pooled sales for 
the principal agricultural products, a sy.stem which is considered as the most 
appropriate means to maintain prices at a stable and remunerative level. This 
system, at finst voluntary, has been made obligatory in respect of wheat, hemp, 
cocoons, and wool. 

Thus, producers who delivered wheat to the organisations charged with the 
responsibility of collecting the harvest (Decree-Law No. 1,273 of 15 June 1936) 
received a net price fixed recently at 125 liras per quintal for soft wheat and 
140 liras per quintal for hard wheat. 

The lending institutions grant to these organisations advances to an amount 
equal to the sum paid to the agriculturist. The rate of interest on these 
advances cannot be less than the official rate of discount. 

These advances are secured by a special charge on the wheat delivered 
by the producer and on the final proceeds of its sale. 

In order to defend and to develop the production and trade in hemp, 
obligatory consortia had been set up which are authorized (Decree-Law of 8 
November 1936, No. 1,955) to grant loans to growers. They can give as security 
the hemp which they have collected in order to obtain the necessary finances. 

From the beginning of December 1933 this system has also been applied 
to rice producers who have been guaranteed an equitable price, payable at a 
date fixed in advance each year, for each quintal of rice remaining unsold at 
that date. It has indeed been laid down that from 15 October 1936 all rice 
producers shall be able to obtain an advance of 65 liras per quintal of paddy 
from credit institutions specified for this purpose; the advance is to be secured 
l3y the products and the rates of interest are fixed at not more than % per 
cent, above the official rate of discount. 

According to the Decree-Law No. 812 of 15 April 1937 all nationally pro- 
duced cocoons shall be delivered by producers in order that they may be pooled, 
dried, and collectively sold. At the moment of delivery the producers receive 
from the organisations charged with these functions an advance equal to the 
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minimum guarantee price, that is to say 7 liras per kilogramme for yellow 
cocoons and 7.50 liras per kilogramme for white cocoons. 

Arrangements were made for wool by the Decree-Law No. 521 of 8 March 
1937 based on the same principles as the measures taken in respect of other 
products discussed above. 

Poland. 

Crop finance credits have played an important part in the development of 
agricultural production in this country particularly during the economic crisis* 
Wheat harvests in particular have attracted the attention of the Government- 
The trade in cereals in this country has always been characterized, in fact, by a 
strong tendency to an increase iti the amounts coming on the market for sale 
during the months following the harvest and to a decrease of the amounts offered 
for sale in the months preceding the harvest. The reason for this is a per- 
manent lack of own working capital on most of the farms (i). This state of 
affairs tended to involve very large fluctuations in the prices registered during 
the agricultural year. The introduction of a system of warrants allowing the 
agriculturist to obtain loans secured by cereals leads him to limit the amount 
that he offers for sale immediately after the harvest and to adjust during 
the whole year the amounts he puts on the market to the demand. 

Agricultural warrants were created by the Decree of the President of the 
Republic of 22 March ic)28. According to this decree products of agriculture 
and agricultural industry may back a warrant. Warrants can be issued only 
by real or legal persons managing farms or agricultural-industrial undertakings 
which use, on principle, for raw materials products produced on their own land. 

The warrant can be issued in favour of credit institutions specified by the 
Minister of Finance. The security for the warrant can only be products of 
agriculture or agricultural industry which belong to the debtor, and only on 
condition that these products are not considered, according to current laws, 
as fixed property by nature, by law, or by destination. These products must 
either be in the possession of the debtor or under his administration or control. 
The basis of the warrant is a contract signed before a notary or under private 
seal with the legalisation of the signature of the debtor by a notary or court. 

The claims of third parties against the warrant are established by the regis- 
tration of the security rights in the register of warrants. This register is open 
to the public. A separate registration is made for each farm or industrial-agri- 
cultural undertaking. 

As in other countries the goods given as security remain in the possession 
of the debtor. 

The agricultural warrant can be transferred to another credit institution by 
a written contract followed by the handing over to this institution of the original 
contract. The transfer of the warrant affects third parties only when it is en- 


(i) Michel Wierusz-Kowalski: I,e flnancement des rtoltes. VEst Europeen Agricole, No. 10 
October 1936. Paris. , y, 
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tered in the warrants register. According to the law the security rights expire at 
the end of 3 years from the date of registration. Every intentional deterioration, 
every illegal removal of the security, and the intentional giving as security of 
goods not belonging to the debtor, entail a penal liability without prejudice to 
the ordinary civil liability. 

However, experience has shown that the Decree of 22 March 1928 did not 
protect sufficiently the interests of the secured creditors that is to say credit insti- 
tutions. This became obvious during the economic crisis. In 1931 there weie 
frequent cases of the illegal removal of the securities. Among the elements of 
weakness in the agricultural warrant system was also the possibility for third 
parties to seize the goods given as security. This possibility greatly reduced the 
rights of the secured creditor and even often made his rights illusory. These reasons 
led the Government to modify the Decree of 22 Match 1928. This was the object 
of a new Decree issued by the President of the Republic on 23 August 1932. 

The changes were concerned mainly with two points; first, the protection of 
the security against seizure by third parties, and second, the increase in the pen- 
alties imposed on dishonest debtors and on third parties who consciously con- 
travened the provisions of the Decree. Thus the change had the object of 
strengthening the guarantees given to the creditor by the security. 

This amendment stipulated that the security should not be subject to 
distraint nor added to the assets in the case of the bankruptcy of the owner to 
cover either private debts or tax and commercial debts with the exception of the 
land tax, and the tax on capital and the industrial tax. This protection against 
seizure lasts as long as the credit guaranteed by the warrant has not been repaid. 

According to the terms of the amendment, credit institutions have the right 
to sell the .security in order to recover the amount advanced. It was stipulated 
that the secured creditor has the right to sell the goods backing the warrant in 
order to obtain payment of his credit either on the exchange, if the goods are dealt 
in on the exchange, or by public sale. 

Further, the new Decree suppresses the optional character of the penal sanc- 
tions and introduces a penalty of imprisonment in addition to a fine. The penal 
sanctions have been extended to all persons other than the debtor who in trans- 
actions concerned with the securities have deprived the debtor of the possession 
of the goods forming the securities, knowing of the existence of the warrant. 
Intentional destruction, illicit removal, or the tacit agreement to the removal 
of the security, the giving as security for a warrant of goods not belonging to the 
debtor, are punished by a penalty of imprisonment for a period between six months 
and two years and by a fine of 10,000 zlotys at most. 

Credits can today be granted against the security of wheat, rye, oats, barley,, 
oil plants, and forage crops, etc. They can be granted during the whole of the 
agricultural year. 

Credits against registered securities put at the disposal of the owners of 
more than 50 to 100 hectares amounted in-1935-36 to 40 millions zlotys and re-^ 
mained during 1936-37 at the same level. In principle, these credits can only 
be opened at the moment when the wheat is harvested and stocked. Neverthe- 
less, during the year 1936-37 the credit institutions were authorised to make pay- 
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ments on account which could reach 25 per cent, of the amount provided by the 
credit against the warrant; these payments on account have the object of decreas- 
ing the numbers of cases of sale of standing wheat by farms which particularly 
lack funds necessary to cover the cost of the harvest. The credits can be granted 
up to an amount of 50 per cent, of the value of unthreshed wheat or to the amount of 
70 per cent, if the security for the warrant comprises wheat grain. The value is 
calculated according to the registered prices on the exchanges in the large towns. 

Other Countries. 

In Bulgaria the organisation of agricultural credit which has its main centre 
in the Agricultural and Co-operative Bank also includes loans against the security 
of movable goods (warrants). In 1935 266,507 loans of this kind amounting to 
1,190,668,094 leva were granted to farmers. The credits granted by this bank 
are mainly in favour of silk production, the essence of roses industry, the sale of 
cotton and flax, and the supply of cereals. The directions given by the vState 
to agricultural policy shows that credit is changing in form from direct loans 
granted to agriculturists or co-operatives to larger credits for production and sale. 

In Greece the Agricultural Bank contributes among other things to the 
marketing of agricultural products and the stabilisation of prices. To this end 
an agricultural credit system is operated mainly by niean.s of advances again.st 
products granted either to individual agriculturists or to co-operative societies. 
By this means it is sought not only to maintain prices but also to increase and 
to improve production by financing the crops. 

The system of the pooling of products and of advances against these products 
is organised in Hungary through the agricultural co-operative societies and the 
Central Mutual Credit Institution, which is assisted and controlled by the State. 
A special form of advances is that known as green credits, that is to say, credits 
granted against standing crops, Hach spring, regulations are made bv decree 
concerning the procedure in respect of these credits. Recent laws facilitate the 
granting of advances against products and above all advances against sale con- 
tracts and production contracts. 

In Romania, the Central Co-operative Bank with the assistance of the Central 
Import and Kxport Co-operative Society has organised cereal crop finance witii 
the particular object of improving the price of the products. 

In this system the producers deposit the cereals, either directlv or through 
the co-operative societies and the federations, either in the storehouses of the 
Central Co-operative Bank or in trucks sent to its address or to an address indic- 
ated by it. For cereals thus deposited the producers receive a loan against a 
security undertaking with a sale order. This order can be either for an immedi- 
ate sale at current prices or for sale at a minimum price within a maximum 
period of 30 days according to the choice of those who deposit the goods. In the 
case where an order for sale at a minimum price is given, if the goods cannot be 
sold within the 30 days at the specified price, the sale will be made at the cur- 
rent price within the following 15 days, at the outside. In the case of an order 
for an imniediate sale at the current price, the advance shall be of an amount 
equivalent to 75 per cent, of the value of the cereals calculated according to the 
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rate at Braila; in the case of an order for sale at a minimum price established by 
the producer the advance shall be 50 per cent: of the value of the cereals calculated 
in the same way. 

The agreements pledging the goods and authorising their sale received by 
the bank from the co-operative societies or the federations are sent to the 
Central Import and Export Co-operative Society which once it has possession 
of these documents makes the sale contracts. 

The advances are paid to the producers by the federations, people’s banks, 
and co-operative societies which are supplied for this purpose with the neces- 
sary funds by the banks. 

Immediately after the sale of the cereals by the Central Import and Export 
Co-operative Society the bank proceeds to the final liquidation of the accounts 
in favour of the producers who participated in the operations. 

Account must also be taken of the law published in the Monitorul Oficial 
No. 81 of 7 April 1937 concerning the general storehouses and the issuing of 
warrants against goods and cereals. Formerly, this operation was regulated 
by the Law of 1881 concerning general storehouses, a law modified in 1882. 
The object of the new law is to complete the old by detailed regulations of 
the operations entailed in the issuing of warrants, the conditions under which 
warrant-receipts are to be delivered, the negotiability of these warrants, etc. 

In contrast with ordinary law the measure provides that when goods 
have been the object of the issue of a warrant, this warrant gives only a legal 
title of possession of tlffe goods, a possession operative only so long as the 
goods are in the possession of the debtor. 

The law contains rules for the liquidation for warrant-receipts as well 
as for the proceedings in the case of non-payment. 

The law grants to the Romanian Storehouse Society the right itself to issue 
warrant-receipts which when they are concerned with cereals are exempt from 
stamp taxes. These documents can be lodged as security at the National Bank of 
Romania during 120 days and for an amount representing at most 75 per cent, 
of the value of the goods calculated according to the prices on the exchanges 
of Braila, Galatzi, or Constantza, for the day on which the advance was granted. 

The right to issue receipt warrants may also be granted by a new law to 
other societies which will be responsible for the regularity of the bills thus 
issued and for the conservation in good condition of the goods deposited. 

In the countries of Latin America there has been a remarkable development 
in advances against security. The law of 22 March 1918 introduced in Uru- 
guay a similar system to that which existed in Argentina and which we have 
already described above. On 31 December 1936 current operations against agri- 
cultural security at the Bank of the Republic amounted to 1,258,318 pesos (l). 

In Colombia the use of agricultural products as security for loans was insti- 
tuted by a law No. 24 of 5 November 1921. This law is based on the same 
principles as the laws in Argentina and Uruguay. 

G. COSTANZO 

(i) Banco de la RsaptiBLiCA O. del Uruguay. Mbmoria y balance general corrbspon- 

DIENTE AL EJERaaO TERMINADO EN EL 3I DE DICIEMBRE DE 1 936. Montevideo, 1937. 
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THE INTERNATIONAL SUGAR AGREEMENT 

The Antecedents of the International Sugar Conference. 

The attempts of the principal sugar-exporting countries to cope with the 
steady fall in sugar prices from 1927 onwards led in 1930 to the five-year agree- 
ment, known as the Chadbourne Plan, between Cuba, Java, Peru, and the five 
European exporting countries, Belgium, Czechoslovakia, Germany, Hungary and 
Poland. World production decreased in 1931-32 and 1932-33, reductions in 
these countries and in most of the beet-sugar producing countries outside of 
the agreement being sufficient to outweigh the appreciable increases elsewhere, 
notably in India, Japan, and P^gypt and in countries supplying the United States 
market. There was a heavy fall in world consumption, however, and stocks 
rose to a maximum of 10,897,000 metric tons raw value (Uicht) at the end of 
1931-32 and were still at the high level of 9,888,000 a year later. Meanwhile the 
fall in prices continued. In 1933-34 production increased and the upward move- 
ment continued in the following three seasons, thanks principally to increases in 
the beet-growing countries, India and Cuba. Increase in consumption prevented 
the level of stocks from rising, however, and in 1935 and 1936 the price situation 
on the London market remained more or less stagnant. 

To the “ Chadbourne " countries, which had reduced both their production 
and their net exports by 46 per cent., the position at the end of five years’ sacri- 
fices was very unsatisfactory^ and not all of them agreed even to become members 
of the International Sugar Committee that was founded in August 1935 to watch 
the situation. 

At the World Monetary and Economic Conference in 1933 Cuba brought 
forward a project for a ten-year intergovernmental agreement, under which there 
would be no increase in factory capacity^', no additional assistance to production 
or export and, up to i September I935» no increase of import duties to over 70 
per cent, ad valorem. The project was opposed by the United Kingdom Govern- 
ment, which desired to retain full tariff freedom and considered that limitations 
on factory development would check technical progress, preventing, for example, 
amalgamations or geographical redistribution. The United Kingdom Government 
also indicated its opposition to any reduction in the home beet-sugar industry. 

Further international discussions did not take place until March 1934, when 
the ** Chadbourne ” countries, with the exception of Germany^ met represent- 
atives of the United States and the United Kingdom. At that date neither of 
the last two countries had stabilized their national sugar poHcies and for this 
reason it was impossible to come to any decision. The United Kingdom offered, 
however, to limit home production and also to stabilize export from the Crown 
Colonies for two years at 850,000 long tons (864,000 metric tons) and three years 
at 878,000 tons (892,000), 914,000 (929,000) and 950,000 (965,000) tons respectively. 

The British Government continued to study the possibilities of bringing about 
a comprehensive international agreement and in its memorandum of July 1935 
repeated its previous offer but at this time general feeling was not favourable to 
the setting up of a new plan. The considerable increases in consumption in 1934-35 
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and 1935-36, however, had reduced stocks by the end of the latter season to 
a figure lower than in any of the preceding seven years. On the other hand 
there was a feeling of insecurity due to the extension of production in some 
countries and the latent capacity elsewhere. In these circumstances the need 
for stabilization was more generally felt than before. 

The International Sugar Conference, summoned in the name of the Bureau 
of the World Monetary and Economic Conference, met in Eondon on 5 April 1937, 
the Governments of 21 countries being represented. The conference lasted about 
five weeks and it was not until 6 May 1937 International Agreement 

regarding the Regulation of Production and Marketing of Sugar was signed. 
Negotiations were carried on with the separate countries by a committee com- 
prising representatives of France, Germany, the United Kingdom and the United 
States, under the chairmanship of the last. 


The Regulation of the Free Market. 

The experience of the Chadbourne Plan had shown that a necessary preli- 
minary to the determination of workable quotas for the exporting countries 
is the stabilization of conditions in the free market. As all the exporting 
countries desired to maintain or even increase their exports, while, on the 
other hand, it could only be hoped that consumption would continue the up- 
ward movement that had prevailed in 1936-37. the non-exporting countries had 
to be asked to give definite guarantees to take no action that would lead to 
a shrinkage of the free market. While the self-sufficing countries had to be pre- 
vented from becoming exporters, the importing countries had to be induced 
to maintain or even increase the quantities taken from non-preferential sources. 

Under Chapter III of the Agreement the importing countries accordingly 
undertake not to encourage further expansion of the industry by bounties, 
protective duties, subsidies or other means. It is provided that any exporting 
countries whose free market possibilities undergo serious change may withdraw on 
declaration of the facts by the Council or by arbitrators. The original estimate 
of free market requirements in 1936-37. which was used as a provisional basis 
for negotiations, was 3,107,000 metric tons, revised at an early stage to 3,300,000 
metric tons. On the assumption of a 3-3 y, cent, increase for 1937-38. 
a figure of 3,407,500 tons was subsequently adopted as basis. 

The United Kingdom is responsible for over one-fifth of the requirements of 
the free market. A primary condition of British participation in an inter- 
national agreement had been that nothing should be done that might dimmish 
the market for Colonial and Dominion sugars in the United Kingdom. On 
the contrary, the British Government desired to ensure to these producers the 
advantages accruing from any increase of demand in that .market. It was 
partly for this reason that the original Cuban proposals to the World Monetary 
and Economic Conference in 1933 had failed, the British Government desiring to 
retain full freedom to regulate its tariff for this purpose as long as there was 
not a much more complete international participation in an agreement than 
then seemed possible. Canada, which offers a substantial free market, its own 
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beet-sugar industry covering about 10-15 per cent, of its requirements also 
participated in the Conference and stated that it would not encourage addition- 
al production provided that no rise in prices were stimulated. The total require- 
ments of the British Empire in 1936-37 were estimated at 3,300,000 metric 
tons. Taking this figure, 34.0 per cent, is left to foreign suppliers and this 
percentage is guaranteed for succeeding years of the Agreement. The Colon- 
ies and Dominions are guaranteed their present proportion of 47.4 per cent, 
and will no doubt continue to take advantage of it. Production in the Unit- 
ed Kingdom, however, is not likely to increase beyond the level of 618,000 
metric tons white sugar, accepted as a nominal basis in the first year, so that 
it will not utilize its full percentage in subsequent years. For 1937-38 a 3 per 
cent, increase in British Empire requirements was subsequently estimated and 
intimated to the Council at the July meeting; 1937-3^ requirements would there- 
fore be 3,430,000 tons. The British Government is to introduce a bill for the 
extension of the existing preferences for the duration of the Agreement. 

Australia, the principal Empire source of United Kingdom imports, receives 
a quota of 406,423 metric tons, practically equivalent to the 1936-37 export 
and only 20,000 tons below the record of 1936, a year of unusually favourable 
weather conditions. It agreed not to claim its share in any increase in the 
first year, so adding a certain quantity to the free market. Australia thus main- 
tains the status quo of its industry as an exporter but, while it is already 
possessed of a highly organized industry, it will require to tighten up the 
internal regulation of production. The Union of South Africa, which extended 
its production control system for a further five years from 30 April 1936 and 
which limits its production to 476,488 short tons {432,263 metric tons), is in a 
somewhat similar position to Australia but has received a quota slightly 
lower than it expected, 230,000 short tons (209,000 metric tons) against 224,000 
short tons (203,000) and larger than its maximum of 220,424 short tons 
(199,965) in 1935. Dike Australia, the Union will not claim its share of any 
increase in British Empire consumption in the first year. 

The British Colonies were granted 965,245 metric tons (950,000 long tons) 
as a basic quota; they receive their share of the 3 per cent, increase in consump- 
tion and in addition the United Kingdom has transferred to them its share in the 
increase for 1937-38. The total net quota for the Colonies in 1937-38 was sub- 
sequently established at 997,000 long tons (1,013,000 metric tons). The basic 
quota of 950,000 long tons was arrived at by the Colonial Office by taking 
the peak export of each Colony (except the East African group) up to and 
including 1936 and subtracting 7 per cent. East Africa was given an increase 
on its peak export in recognition of the fact that its industry is in a 
pioneer state. Subsequently the Permanent Advisory Committee of Colonial 
Sugar Producers at the Colonial Office recommended that three-fifths of the 
balance due to the 3 per cent, increases (including that received from the 
United Kingdom) be allocated proportionally amongst all the dependencies 
other than East Africa and the remaining two-fifths be used to make special 
allowances for the social-economic conditions in particular Colonies. The Col- 
onial Office indicated that in allocating the growers' quotas within the 
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individual Colonies special consideration should be given to “ cane-farmers. 
Should any Colony be unable to fulfil its quota, British Guiana and Fiji 
are to have a prior claim in redistribution. 

The Government of India has agreed to prohibit exports of sugar by sea unless 
to Burma; provided Burma does not reexport, this exception dees not, in fact, 
affect the status quo since Burma was politically part of India until i April 1937. 

Tike the United Kingdom, the United States has its own problem of ad- 
justing quotas for sugar supplies from a number of very different sources and in 
both instances, though they are not exporters, the international regulation of 
the sugar market has therefore a direct interest for the Treasury, The Govern- 
ment of the United States agrees to take from countries not enjoying a preference 
a proportion of its Continental requirements at least equal to that allotted in 
1937 under the Jones-Costigan Act. In calculating the net import from full- 
duty countries reexports of Cuban sugar are not to be reckoned and, should 
the Philippine quota be reduced below 800,000 tons raws and 50,000 tons refined, 
the net import from these countries will be correspondingly increased. 

The Sugar Control Act of 1934 (the Jones-Costigan Act) already prolonged 
for a year, expires on 31 December 1937. A new Act, signed on i September 
1937, however, continues for a further three years both the quota system and 
benefit payments to growers, the latter paid as soil conservation grants, financed, 
however, by an excise tax instead of the processing tax, the use of which for 
controlling production was declared unconstitutional by the vSupreme Court in 
January 1936. The tax is reduced from 75 cents i:>er 100 pounds raw sugar to 50 
cents which is the maximum allowed for Cuba by the Trade Agreement of 1934* 
The size of the total allocation is of the highest importance, the tariff alone 
being insufficient to raise prices to a level profitable to the domestic industry. 
The quotas for imports into the United States will be for Cuba 1,911,476 short 
tons (1,734,062 metric tons), 29 per cent, of the total requirements, for the 
Philippines 1,029,781 (934,202) or 15 per cent, and for other foreign sugars only 
26,419 (23,967) or 0.4 per cent, proportions identical with those under the re- 
vised 1937 quotas. Under the new Act continental producers supply 30 per cent, 
of the total requirements and insular producers 26 per cent. While a percentage 
basis is fixed, the 3,715,000 short tons (3,370,000) raw value to which these quotas 
of the 6,682,670 short tons (6,062,418) total requirements result is a minimum. 

The soil conservation grants paid to the United States continental and insular 
producers, like the previous benefit payments, are used as a levy to improve 
farming practices and labour conditions, being made dependent on fair wages and 
non employment of child-labour; by means of a sliding scale of payments “ family 
farms'' also receive more favourable treatment than farms producing larger 
quantities of beet or cane. 

Requirements for the following year are estimated in December on the basis 
of distribution statistics for the preceding year from November to October and 
taking into account on the one hand stocks and on the other growth of popul- 
ation. Deficits on United vStates continental or insular cane or beet quotas are 
mutually transferable. Payments are also made for crop deficits outside the 
control of the producers. 
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The imports from the free market are so insignificant in the total of the 
United States requirements and in the total of the free market that the in- 
crease of consumption in that country practically affects only the United States 
duty-free and preferential suppliers. In 1936-37 domestic beet-sugar produc- 
tion, though the largest since 1933-34. thanks to a large harvested area, did 
not attain the revised quota for this year. Domestic cane-sugar production, 
on the other hand, which was a record, exceeded the quota, area having increased 
and unit-yields having been high. The cane area is extending and the quota of 
420,166 short tons (381,168 metric tons) for 1937-38 is higher than that awarded 
in 1936-37. which was 319.340 short tons (289,700). Whether continental cane 
and beet production continue the upward movement that has characterized the 
last decade depends on the future regulation of the United vStates market. 

In Hawaii the limitation of the market by the quota system has already 
been effected by reducing the cane area; decline in production from the maxim- 
um of 1933 been relatively small. In Puerto Rico surplus cane is .sold 
to the Government for the production of molasses; exports have maintained a 
high level in most years since 1929. In the Virgin Islands, which are entirely 
exploited by the Government through the Virgin Islands Company, established 
in 1934, the bulk of the cane is utilized for rum production and restriction of 
sugar output to the United vStates import quota offers no difficulty; exports 
w^ere already greatly reduced in 1935. 

The Philippines agree not to export to other countries than the Imited 
vStates, as long as they receive from the latter, under the Independence Act, 
the quota of 800, 000 short tons (726,000 metric tons) raws and 50,000 (45,000) 
refined, unless the Council decides to allot additional quotas under Article 20 
(concerning increased market requirements), when they shall receive 4 per cent, 
of the aggregate additional quotas. Should the United States reduce the tjuota 
for the Philippines the latter will be entitled to receive a basic quota on the 
free market. No increase can be claimed, however, in the event of a change 
in the ITnited States tariff. The Philippines will also waive any potential 
advantages under the most-favoured-nation clause during the currency of the 
Agreement, other countries on their side making a similar renunciation should 
the United States grant any advantages to the Philippines. 

The undertaking by the Philippines not to begin placing sugar on the 
free market removes one of the mo.st serious fears of other exporters. There 
had been a further rapid upward movement of production from 1930-31 and 
% 1933-1934 cane area planted had attained 305,890 hectares (755,882 acres) 
and production of sugar 1,471,000 metric tons. The 1934 limitation law in the 
Philippines expires with the 1936-37 season. To enable production to be lim- 
ited to the amount of the United vStates quota plus internal requirements 
and a reserve of 10 per cent, of these tw'o categories, the Philippine Govern- 
ment makes benefit payments to cane growers. 

The position of China, the most important Far Eastern market, remains 
somewhat indefinite under the Agreement. The troubled political situation 
has meant great -fluctuations in production and imports in recent years. In 
addition to the registered imports there is very extensive smuggling of Java 
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sugar into China by Japanese dealers, mainly though the Japanese territory 
of Kwantung. The Government has undertaken to endeavour to prevent 
any decrease in imports. For this purpose a National Sugar Trading Super- 
vision Commission was established in June. As the Chinese Government has 
since become involved in hostilities it may, however, apply under Article 51 (<*) 
for the suspension of its obligations under the Agreement. 


The Regulation of Exports. 

While on one side the Agreement guarantees against further shrinkage of 
the free market it has on the other to prevent competition between the exporters 
sharing that market; otherwise not only would prices be further reduced but the 
eventual reaction of the importers would be to introduce severer restrictions, 
with consequent further shrinkage of their requirements from the free market. 
Consequently, the principal exporters had to be asked to limit their exports. 

Export quotas had to be fixed for thirteen of the countries represented at 
the Conference, and, in addition, an allowance had to be made for possible exports 
from two countries — France and Yugoslavia — in the form of a reserve quota. 
Most countries based their claims on actual exports of a recent year, or on a pre- 
vious maximum export, emphasizing the importance of the industry in their in- 
ternal economy or in their commercial policy. No general formula was found 
to harmonize these arguments. Naturally, there was considerable reluctance on 
the part of countries that had recently increased their exports to relinquish these 
gains and, as far as exports were concerned, only a standstill agreement could 
be expected. The total basic allocation eventually agreed on was 3,670,000 metric 
tons, including 47,500 tons reserve quota. Apart from the process of bargaining, 
three expedients were adopted to harmonize the figure of total export allocation 
with that of free market requirements, namely: (i) a net quota for the first 
year of the Agreement, (2) an upward revision of the free market estimate, 
and (3) empowering the Council to reduce, if necessary, the net export quotas 
in the first two years of the Agreement and in subsequent years, should all the 
countries concerned accept, by up to 5 per cent. The first expedient was made 
possible by the fact that six countries were willing to sacrifice parts of their re- 
spective quotas during the first year, seeing that they would in any case be unable 
to use them entirely. In this way a reduction of 149,000 metric tons was obtain- 
ed in the total for Belgium, France, Germany, Hungary, Poland, and the 
U. vS. S. R. On the other hand the additional quantities granted to Czecho- 
slovakia raised the total by 90,000 tons leaving a net reduction of 59,000 tons. 
The estimate of the free market was increased by a further 107,500 tons to 
^ 407^^00, in the opportune hope that consumption would increase in I 937 ” 3 ^ 
over 3 per cent. These two expedients together brought a further reduction of 
the disharmony to about 203,500 tons. The putting into force of the 5 per cent, 
reduction in 1937-38 would still leave an excess but the Negotiating Committee 
hoped that further amounts of the quotas might prove not to be used. 

The crux of the negotiations was to establish the basic quotas, which were 
felt by the various countries to involve a question of principale. While ^ number 
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of countries were quite prepared not to utilize their full basic quota in the first 
year or two of the Agreement, it was felt that the level of the basic quotas would 
largely determine bargaining power in any subsequent discussions in later years 
of the Agreement. 

Aiiiongst European exporters Czechoslovakia has taken the first place since 
the War. When the free market began to shrink and particularly when the Unit- 
ed Kingdom adopted the policy of protecting its refining industry, the funda- 
mentals of the Czechoslovakian sugar indu.stry were menaced. In recent years 
it has exported two-fifths of its production against two-thirds in 1927-28. In the 
endeavour to meet the changed situation the area under sugar-beet has in the 
last decade been reduced by half. Other crops are affected by the agricultural 
crisis so that substitution provides no remedy. Every decrease in export prices 
makes a lowering of taxes and internal prices more difficult. Efforts to extend 
the use of denatured sugar for feed do not go far to meet the problem. In 1937 
a rise in export prices enabled the growers to claim an increase in beet area, though 
not up to the 1937 level and the 1937 area is only two-thirds of that of 1926-30. 
On account of this increase in area Czechoslovakia claimed at the Conference an 
export quota of 400,000 tons, a quantity greater than the probable 1936-37 ex- 
port but maintaining roughly the 11 per cent, of the free market accepted un- 
der the Chadbourne Plan. An Agreement was eventually reached by adding to 
a basic quota of 250,000 tons quantities of 90,000 in 1937-38, 60,000 in 1938-39, 
and 25,000 in 1939-40, on the understanding that steps would be taken to reduce 
the beet area to corresponding levels. 

Java had to sell about 87 per cent, of its pre-crisis crop on the free market; 
for a time its high level of technical efficiency enabled it to stand the strain of 
low prices and until the Chadbourne agreement it refused to become a party 
to any international agreement for the limitation of production or exports, 
believing that the only solution of the sugar problem was the reduction 
of the protective measures that had diminished the free market. The contin- 
ued shrinkage of this market, however, together with growing doubts within 
the industry as to the future, induced it to join the Chadbourne countries 
in 1930-31. Nevertheless the weaknesses of that plan were more clearly seen in 
Java than elsewhere, and the industr>^ continued to adjust it.self by means of 
drastic economies to the situation on the free market. With the end of the 
Chadbourne system in August 1935, Java undertook a new and still more 
drastic regulation of its internal organization. Under the Hart scheme, which 
came into operation in 1936, half of the mill capacity is eliminated and the re- 
mainder is run at full capacity. Production is stabilized at 1,400,000 tons. 
The struggle to adjust the industry to the restricted free market has exhausted the 
large capital reserves that had been built up in the years of Java’s great pro- 
sperity, and, though surplus stocks had been eliminated and it is believed that 
the reorganized Java industry could survive on the basis of free market prices, 
there are no longer reserves or the possibilities of further reorganization for the 
industry to meet unaided any further deterioration in export conditions. Java 
was therefore prepared for the sake of securing some measure of stability to 
join in a new agreement that would cover not only the great bulk of the world’s 
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exporting capacity but the principal importing countries. The quota of 1,050,000. 
tons received maintains exports practically at the 193^*37 l^vel, and in the 
first year of the Agreement Java obtains 29.2 per cent, of the total net export 
allocation. The Netherlands market is reserved for the Dutch beet-supr pro- 
ducers. At present relatively small quantities of cane-sugar are imported 
from Java and Surinam and it is agreed that there will be no net export. 

Cuba received a quota of 94^.00^ tons, equivalent to its 193^ exports. This 
quota remains larger, however, than that awarded under the Chadbourne Plan, 
when the estimate of the free market was very much larger. This, together 
with the still more important fact that the share of preferential sugars in the 
United Kingdom market is now stabilized, gives Cuba every reason for satis- 
faction. The Cuban share of the total net export allocation in the first year 
of the Agreement is 26.1 per cent. 

Brazil, whose exports had fluctuated greatly in recent years, obtained a 
quota of 60,000 tons. Haiti, which, though without a preferential market, is a 
low-cost producer, received 32,500 tons as an export quota. Mozambique was 
granted 30,000 tons. The remaining two cane-sugar exporters, the Dominican 
Republic and Peru, depend entirely on the free market, apart from relatively 
small home consumption absorbing little over a tenth of their respective outputs,, 
and have little or no possibility of finding a more profitable substitute for cane. 
The Dominican Republic received a quota of 400,000 tons, a figure exceeded only 
in 1932, 1935 and 1936 while Peru received 330,000 tons. 

A prime condition of Soviet participation was that there should be no limit- 
ation of production or control of stocks or any other interference with the internal 
conditions of the sugar industry within the Soviet Union, where the Government 
is still building up the industry to meet the immense potential demand within its 
territories. The U. S. S. R. is now the world’s largest producer after India and 
Cuba. The significance of the relatively small export lies in the obtaining of 
valuta. It is directed mainly to Iran and Afghanistan, but there are spasmod- 
ically large exports to the United Kingdom, Turkey, and other countries. A 
basic quota of 230,000 tons was granted, of which the Soviet delegation agreed 
that in the first year only 218,500 should be exported, that is, 6.1 ^r cent, of 
the total net allocation. Exports to Mongolia, Tannu Tuva and Sinkiang are 
not included in the quota. 

Germany, though the principal sugar exporter of Europe before the Great 
War, has long been absent from the export market and did not utilize its quota 
under the Chadbourne Plan. It had, in fact, a net import in each of the three 
years ending 1934-35. Its production had recovered to 2,547,000 metric tons 
in 1930-31 but had fallen sharply to 1,091,000 in 1932-33- Since then there has 
been a gradual upward movement. The German delegation claimed the right 
to renew exports on a prewar scale, it being stated that efforts had been made 
to consolidate the industry by increasing internal consumption, that the pro- 
cess of internal reorganization for the supply of that market had been completed 
and that for exchange purposes export would be recommenced in the very near 
future on a relatively large scale under the Four-year Plan. As a recogni- 
tion of this standpoint had been previously indicated as the condition of Ger- 
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man patticipation in an international agreement a basic quota of 120,000 tons 
was granted. As a quota of this size had been asked largely as a matter of 
principle and could not be fulfilled in 1937-38, the German delegation gave up 
for that year all but 50,000 tons. 

For Poland, as for Czechoslovakia, the sugar export plays a particularly 
important part in the national economy and it has consistently been a heavy 
exporter. Since 1931-32 exports have been, however, on a lower level, averaging 
96,000 tons in the four years ending 1935-36 and representing about one-third of 
the total production. A basic quota of 120,000 tons was granted, not to include 
Danzig. Of this it was agreed that only 100,000 tons should be utilized in 1937-38. 

Hungary, which had already drastically limited its production after 1930-31 
in conformity with the export difficulties of recent years, was granted a basic 
quota of 40,000 tons, of which only 20,000 tons, over double the export of 1935- 
1936, were to be used in the first year. Belgium claimed to have already adapt- 
ed its scale of production to present market conditions; its production in the 
last decade has not shown any distinct tendency. In three recent ^^ears it has 
had a net import. A basic quota of 20,000 tons, of which only 15,000 would 
be utilized in the first year was therefore accepted as satisfactory. 

For countries not normally exporting but w’hose arrangements for disposal 
of their production may be upset in years when unusually favourable weather 
results in high unit-yields a reserve quota of 47,500 tons has been set aside; of 
this 12,500 is at the disposal of Yugoslavia and the rest at that of France. For 
1937-38 the French delegation stated that not more than 15,000 would be requit- 
ed. Production in I'rance now practically balances consumption in that country, 
allowing also for the quota taken from the colonies. The regulatory agreement 
stimulated by the surplus of 1931 was extended and perfected in 1934 and 
1935 to cover all home-grown sugar and establish a colonial quota. 

Later signatories of the Agreement may be assigned additional quotas 
(Article 19) and, if a three-fifths vote of the Council decides that the market 
requires it, additional quotas may be allotted proportionally for periods up 
to one year to all countries, including those having only reserve quotas. Unused 
quotas may also be redistributed pro rata, unless the Council decides to use up 
to 25 per cent, or 50,000 tons, whichever is larger, of such amounts, to meet 
cases of special hardship; should the amount so available be less than 30,000 
tons the Council may nevertheless use up to the latter amount to meet such a 
case of special hardship. 

Stocks in the contracting countries are not to exceed 25 per cent, of annual 
production, unless the Council makes a special allotment. On the other hand 
those cane-producing countries to whom export quotas have been allotted shall 
regulate their production so that their stocks shall not be less than 10 per cent, 
of their quota for the year, unless prevented from doing so by adverse con- 
ditions. Cuba is given a special privilege of holding at the end of each calendar 
year stocks for the United States not exceeding 30 per cent, of its export quota 
to that country and stocks for the free market not exceeding 300,000 metric 
tons. Java may hold 500,000 tons or one-fourth of its crop each year, and Hun- 
gary 30 per cent, of its annual production. 





The Agreement is not subject to denunciation during the five years of its 
operation but withdrawals are allowed by countries involved in hostilities, 
experiencing an acute shortage or suffering from adverse changes in the supply** 
demand relation on the free market. Notice of withdrawal by one Govern- 
ment in accordance with these provisions will entitle any other Government to 
give similar notice during the ensuing three months. Of the loo votes on the 
Council 55 will be exercised by the exporting countries and 45 by the importing 
countries. Of the former Cuba has 10, the Netherlands (representing Java) 
9, the U. S. S. R. 5, the British Dominions 5, France and Yugoslavia 4, o^er 
European exporters ii and other cane exporters il. Of the 45 votes exercised 
by the importing countries the United Kingdom and the United States have 
17 each, India 6 and China 5. The Executive Committee shall consist of three 
representatives of cane-sugar producing countries, three of beet-sugar producing 
countries, and three of importing countries. Of the first Cuba and theNetherlands 
shall always make up two and of the last the United Kingdom and the United 
States. Rotations are established for the beet-sugar producing countries and 
for the third members of the other two groups. The Council held its first meeting 
on 5 July 1937, when a British chairman and a Cuban vice-chairman were 
elected for the first year of the Agreement. 

C. J. Robertson. 
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of the three main classes of commodities in world trade. — The share of cotton in 
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of the United vStates. — Conclusion. 

INTRODUCTION. 

In March 1937 the League of Nations set up a “ Committee for the Study of 
the Problem of Raw Materials with the purpose of bringing about an economic 
rapprochement between the raw material producing and consuming countries. 
This committee studied the problems of the exploitation of natural resources, 
export restrictions, difficulties connected with payment, exchange control, 
high tariffs, etc. It continued its labours in the months of June and September 
of this year. 

Almost at the same time (in April 1937) the International Labour Office 
called, on the initiative of the United States, a “ Technical Tripartite Conference 
on the Textile Industry ” in which twenty-seven countries took part, which 
examined both the economic aspects of the problem — particular!}^ competition on 
the world cotton market — and the social aspects, such as the forty-hour week 
in the textile industry. 

Raw materials — including cotton — appear once more to engage international 
attention after having been to some extent shelved throughout the crisis years. 

The International Institute of Agriculture, which had, already in 1934, 
begun to show an increased interest in (among other products) cotton, published 
at the end of 1936 an exhaustive survey on the subject entitled World Cotton 
Production and Trade ” to permit, in its own words, “ the presentation of a 
general picture of the tendencies revealed by the trends of production and of 
markets under the sway of the economic policy of to-day. " 

In the present study we shall outline briefly the events which have struck 
the world cotton market and driven it off its traditional path, and shall en- 
deavour to interpret their general significance. 
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^SSIfoN MARKET 


I. - THE EVOLUTION OF WORLD PRODUCTION AND TRADE. 

In order better to understand the position of cotton in the world economy 
we may sketch some general features of world production and trade in recent 
years. 


Tabi^E I. — World Production and Trade ig 2 g~ig 3 ^ (^)- 

(1929 ~ 100). 



1930 

1931 i 

1 

1932 

1933 

i 

1934 

1935 

1936 {•) 

World trade: 

Value 

Volume 

Prices 

World production 

81.0 

930 

87.0 
88.4 

1 

57-9 

85.5 i 
675 

79.1 

39- 1 
74-5 

52-5 

69.0 

35-2 

75-5 

465 

77-7 

33-9 

78.0 

43-5 

84.0 

34-7 

82.0 

42-5 

95-4 

37-3 

85.5 

44-5 

110.5 


(*) PCxcluding vSpain. 


As can been seen from the table, the value of world trade declined severely 
in the first' years of the crisis 1929-1932 and reached its lowest level in 1934, 
at 33.9 per cent. In the succeeding two years, 1935 and 1936, the value of 
world trade rose, and in 1936 represented 37.3 per cent, of its value in the base 
year. As regards volume, world trade reached the lowest level — at 74.5 per 
cent!--in 1932, thus losing one quarter compared with 1929. In the follow- 
ing years, 1933-1936. the volume of trade showed a continuous rise and by 
1936 it had reached 85.5 per cent, of the 1929 level. Prices showed a fall down 
to 1935, in which year they arrived at 42.5 per cent, of their 1929 level, rising 
however in 1936 to 44.5 per cent. 

World production, like the volume of trade, reached its lowest point in 
1932, at 69 per cent, of the level in the base year. After that it rose rapidly 
and in 1936 already exceeded by 10.6 per cent, the 1929 volume. 

In consequence international trade — particularly if measured by value 
was in 1936 appreciably behind world production. International transactioiis 
in goods have diminished with the diminution in international economic special- 
isation. For everywhere in the fields of national production and markets it is 
sought to bring about a completely controlled “ totalitarian ” economy and an 
independence as complete as possible from foreign countries. 


(i) Review of World Trade. Geneva 1937, p. m. a”*! MoniMy Bullain of Statistus. 
of Nations, No. 6, June 1937, p. 273. 
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2. — THE SHARE OF THE THREE MAIN CLASSES 
OF COMMODITIES IN WORLD TRADE. 

Within the framework of the large contraction of the world market, inter- 
national trade in each of the three main classes of goods, in gold values, has 
shown divergent movements both in relation to total world trade and to the 
trade in the other two classes, as may be seen from the following comparative 
figures (i). 


Table II. — Trade in the Three Main Groups of Commodities 
as a Percentage of Total World Trade. 



H)29 

10.^2 

1933 

1934 

1935 

1939 

Foodstuffs 

^ 1-5 

! 

j 29 

26.5 

25 

24-.5 

24 

Materials, raw or partly manu- 
factured 

i 3 (> 

1 33 

3 d 

37 1 

37-5 

38 

Manufactured articles .... 

1 395 

1 ' 

37-5 

38 1 

38.0 

38 

Total . . . 

1 ■ ' 

' 100 

j TOO 

100 

100 

100 j 

100 


As emerges from the table, in 1929 the share of the first group — food- 
stuffs — ^^in world trade equalled 25 per cent, of the total value. vSubsequently, 
in 1932, at the deepest part of the depression when the total share of the 
other two classes — raw^ materials and manufactured articles — had been reduced 
to 4 per cent, less of the total, the share of foodstuffs rose to 29 per cent, 
of the total. With the development of the general tendency among the indus- 
trial countries to intensify their agricultural production and with the fall in 
world market prices of agricultural products the share of foodstuffs in world 
trade declined, to reach again in 1936 24 per cent. 

As regards manufactured goods the decline in their share of w^orld trade is 
more definite than that of foodstuffs. As a result of the industrialisation of 
the agricultural countries, and of the general economic crisis, their proportion 
fell from 39.5 per cent, in 1929 to 38 per cent, in 1934-1936, even though the 
prices of these articles, wdiich are often under the control of cartels, have been 
maintained somewhat better than those of the first group. 

Finally, the share of raw materials, which reached the lowest level, at 
33 per cent, of the total in 1932, rose again in 1933 to its level in 1929 
(36 per cent.) and continued to rise subsequently, reaching 38 per cent., or 
2 points higher than in 1929, in 1936. The price level of this group in 1936 
represented but 41.5 per cent, of the 1929 level, a level, that is, roughly equal 
to that of the food group — 42.5 per cent, of the 1929 level. But as regards. 


(i) Review of World Trade 1936, p. 14. 
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the volume of trade in raw materials, this Tose continually after 1932; in 1936 
the world market absorbed 95.5 per cent, of the 1929 volume of raw materials, 
though total world trade represented in contrast only 82 per cent, of the 1929 
volume. 

These figures, which we do not intend to comment upon in detail in this 
context, .show the changes in the relative importance in world trade of the 
three groups of merchandise in the period of depression and during the present 
economic recovery. Manufactured articles no longer hold, as in 1929, the most 
important position in world trade; instead, owing to the movement, observed 
throughout the world, towards economic autarchy, the raw materials class has 
now the largest share of world trade. 

This phenomenon of an increasing importance of all kinds of raw materials, 
becomes even more evident when expressed in absolute, instead of relative, 
figures. The total world exports of the most important raw materials (cotton, 
wool, rubber, coal, mineral oils, petrol, copper, tin and tin ore) as well as of 
the most important foodstuffs (wheat, maize, sugar, butter, cheese, chilled and 
frozen meat, coffee and tea) were, in millions of former gold dollars, as follows: — 

1932 ^^934 ^935 

Total Raw Materials i ,477 i.520 i, 54 i 

Total Foodstufis • 1 . 5^4 i'i 49 1.078 

As these figures show, the value of foodstuffs exports decreased by almost 
one third between 1932 and 1935 whilst that of raw material exports increased 
by 64 million gold doUars in the same period. Again, whilst in 1932 the value 
of exports of foodstuffs exceeded that of raw material exports by 37 million 
gold dollars, in 1935, by contrast, the value of raw material exports exceeded 
that of foodstuffs exports by 463 million gold dollars. 


3, the share of cotton in world trade. 

Of the nine principal raw materials mentioned above, cotton occupies easily 
the leading place in world trade. The value of cotton exports in 1932 equalled, 
at an average price of 160.5 dollars per ton, 497 million gold dollars, or somewhat 
above a third (33.6 per cent.) of the value of the total exports of these nine 
raw materials. In 1934. at a slightly lower price of 159.5 gold dollars per ton, 
the total value of cotton exports fell to 444 million gold dollars and, in 1935 . 
at an average price of 162.7 gold dollars, it rose to 468 million gold dollars, 
in that year representing somewhat less than one third (30.4 per cent.) of the 
total exports of the raw materials. In 1932 exports of coal, which amounted 
to 255 million gold dollars, held second place, whilst third place was occupied 
by another textile, wool, the value of the exports of which equalled 214 million 
gold dollars. In both 1934 and 1935 the value of coal exports feU to 211 


(l) REVIEW OP WORLD TRADE I936, p. 59 - 
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million gold dollars, whilst that of wool exports rose to 272 and 264 million 
gold dollars respectively, thus taking second place in world raw material exports, 
coming immediately after cotton. The importance of the exports of the two 
textiles, cotton and wool, emerges from the fact that together they accounted 
for almost half of the total exports of principal raw materials, and represented 
a value of 732 million gold dollars in 1935. 

Thus, just as raw materials have taken the first place in world trade in 
recent years, so cotton represents the largest item in the whole raw material 
trade. Of the total world trade in 1935, which amounted to 11,457 million 
gold dollars, cotton represented more than 4 per cent, compared with 2 per 
cent, in the case of wheat. These figures characterise sufficiently the position 
of cotton not only in relation to the other textiles but also in relation to the 
whole group of raw materials. 


4. — WORLD COTTON PRODUCTION. 

Having examined briefly the changes which have occurred in the relation 
of cotton to the other raw materials we shall now study in somewhat more detail 
the economic position of cotton itself on the world market as regards both supply 
and demand. 

Turning first to world cotton production, this has developed at a rapidly 
increavsing pace. In 1870, after the end of the American Civil War, world 
cotton production amounted to 6,416,000 bales (of 478 lbs.). Ten years later, 
in 1880, it had risen to 8,723,000 bales, an increase of 2.3 million bales, or 35.96 
per cent. In 1890 world production equalled 12,479,000 bales, that is, nearly 
twice (194.5 per cent.) that of 1870. At the opening of the twentieth century, 
in 1900, there was a further increase, to 14,607,000 (227 per cent, of the 1870 
production). During the twentieth century production continued to increase 
to an ever greater degree, reaching in 1910 19,930,000 bales (310.63 per cent, of 
1870) and in 1914, at the beginning of the Great War, 25,049,000 bales (390.41 
per cent.) or almo.st four times as great a quantity as in 1870. 

During the war and immediate post-war years world cotton production 
declined, at times rather appreciably; in 1920 it fell to 20,348,000 bales (317.14 per 
cent.). P'ollowing upon the heavy damage caused by the boll-weevil in the 
United States, world production fell in 1921 to 15,240,000 bales (237 per cent.) 
thereafter rising without interruption to 26,647,000 bales (415.72 per cent.) in 
1925, thus exceeding for the first time the 1914 volume of production. In the 
succeeding years (1926-1937) this quantity was only to be exceeded three times; 
in 1926 at 27,970,000 bales (435.94 per cent.), the highest level of production 
reached before the crisis, in 1936, in spite of the drought in America, when the 
figure rose to 29,751,000 bales (463.7 per cent.), and in 1937, at 37,073,000 bales 
(577-^2 per cent.). Thus in a period of 68 years world production increased 
by more than five and a half times. 

The following figures indicate the evolution of world cotton production since 
1880 compared with the growth of world population. 
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Table III. — World Population and World Cotton Production. 


Year 

World population 

As percentage 
of 1880 

World cotton 
production 

1 

As percentage 
of 1 880 

1880 (i) . 

1900 (2) 

1920 (3) 

1934 (4) 

T935 (4) 

1,439,000,000 
i 1,543.000,000 

I,8 iJ[, 012,000 

2.066.201.000 

2.082.106.000 

100 

107.23 

12505 

14359 

144.69 

1 

! 

8,723,000 
! 14,607,000 

I 20,348,000 

i 22,873,000 

i 26,262,000 

1 00 

167.45 

23327 

262.21 

301.07 


(1) Zischka: La j?uerre secrete pour le coton. Paris, 1934, P- 208. 

(2) Handworterbuch der Staatswissenschaftkn. IV. Ausgabe, 1924. Jena, 2er Band (Art.. 
Bevotonm^wef^n).^ la otMOGRAPnii; drs divers pays du mondp.. Institut international de Sta- 

tistique. yearbook of Acricui-tural Statistics. International Institute of Agri- 

culture. Rome, i937i P- viii. 


As these figures show, world cotton production more than trebled between 
1880 and 1935 whilst world population only increased one and a half times. Con- 
sequently, not only has the world become more rich in cotton but also the 
production of cotton per head has increased. , 

Table IV indicates world cotton production during the years preceding the 
crivsis, during the crisis, and. during the period of recovery , as well as the chanps 
which have occurred in the respective percentage shares of cotton production 
of the most important producing countries which account for 98-99 per cent, of 

world production. si ^ a. . yA 

As a first conclusion from this instructive table emerges the fact that world 

cotton production as a whole has in general always been greater than for the 
average of the pre-crisis years 1923-24—1927-28, with only the two exceptions 
of 1932-33 and 1934-35. In the last year, i936-37» world cotton production 
reached the unprecedented figure of 66,855,000 quintals or 125.7 P^r cent, of the 

pre-crisis figure. . , , . . 1 

But the distribution between the various countries of this increased wealth 
has changed very considerably. The share of the United States in world cotton 
production has declined very appreciably, from almost 58 per cent, to only 
40 per cent, of the total world cotton supply, a loss of 18 per cent, of that total. 

The share in the world cotton market of India, which holds second place 
among the cotton producing countries, has also declined somewhat, except in 1935- 
1936 when her share in world production was equal, at 19 per cent., to that before 
the crisis. However there is a difference between the decline in the Indian sup- 
ply and that of the United States in that, in India, after cotton production had 
reached its lowest level, in 1931-32, with 12.3 per cent, of the world total, the 
percentage subsequently rose continually, reaching 17 cent, in 1936-37, the 
absolute production figures at the same time also increasing considerably. 

China, and, especially, U. S. S. R., both increased their cotton produc- 
tion appreciably during this period, the percentage share of the first named 
couptry rising from 8 to 12.7 per cent., and of the second from 2.7 to 11.5 P®^ 
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Table IV. — World Cotton Production, in Thousands of Quintals, and Production 
of each Producing Country in Thousands of Quintals and as a Percentage of Total 
Production, in the Years of Depression and Recovery Compared with the Years 

Preceding the Crisis. 




Average 








i 935 - 3 f> 

1936-37 

Country 


1923-24/ 

1927-28 

1928-29 

1929-30 

1930*31 

1931-32 

1932-33 

1933-34 

1934-35 



United States . . 


30.704 

31.391 

32.143 

30,206 

37.066 

28,189 

28,289 

20,894 

23,066 

26,858 


0/ 

/o 

5772 

54 - 9 ^ 

56.88 

54-^5 

62.86 

55 42 

50.01 

41.80 

4143 

40.17 

India 


10,324 

10,491 

9.513 

9,478 

7.270 

8.450 

9,268 

8,812 

10,765 

11.443 


0/ 

/o 

19.44 

18.38 

16.84 

1715 


16.61 


1763 

1933 

17.12 

China 


4,287 

5.344 

4.587 

5.326 

3.869 

4,902 

5.911 

6.775 

4.925 

8,486 


/o 

8.06 

9 56 

8.12 

9.64 

6.56 

9.64 

10.45 

JJ -55 

8.84 

12.69 

IT. S. S. R. . . . 


1.414 

2,545 

2.773 

3.446 

4,064 

4.029 

4,078 

3.634 

5.307 

7,700 


0;' 

/O 

2.66 

4.46 

4.91 

6.23 

6.<99 

7.92 

7.21 

7.27 

9 - 5 J 

11.52 

Egypt 


3.191 

3.625 

3.833 

3.718 

2,856 

2,227 

3.853 

3.394 

3.835 

4.244 

O' 

/O 

6 — 

6-35 

6.18 

6-73 


438 

6.81 

6.79 

6.89 

6.35 

Brazil 


1,296 

1,196 

1,267 

1,022 

1,248 

987 

2,165 

3.0T9 

3.751 

3.920 


0/ 

/o 

2.44 

2.09 

2.24 

jA ’5 

2.12 

1.94 


6.04 

6.74 

5 .C 96 

Peru 


489 

487 

656 

519 


526 

602 

749 

852 

810 



0.92 

0.85 

1. 16 

0.94 

0.86 

1.04 

1.06 

..50 

I 53 

1.21 

Argentina . . . . 


184 

287 

312 

346 

367 

325 

434 

640 

810 

i 

529 

0/ 

/o 

0.39 

0.50 

0-55 

o.6j. 

0.62! 

0.64 

0.77 


i 45 \ 

0.74 

Mexico 


482 

604 

: 534 

' 385 

1 , 

i 4.56 

1 220 

565' 

483' 

543 

779 


% 

0.91 

1.06 

: ^■ 95 \ 

i 0.70 

! 0.77 


j — 

1 0-97 

o.gS\ 

1 -r -27 

Uganda 


281 

370 

234 

343 

\ 376 

i 

535 

518 

t 459 

: 1 

590 

600 


% 

0.53 

0.65 

0.41. 

0.62 

1 

0.64 

1 J 05 

0.92 

0.92, 

J.06 

0.90 

Anglo-Bgypt. Sudan 

185 

310 

289 

216 

461 

255 

286 

1 

494 

436 

521 


% 

0.35 

0-54 

0.51 

039 

0.78 

0.50 

0.5^ 

0.99 

0.78 

0.78 

Turkey, . . . . . 


193 

246 

218 

160 

197 

61 

284 

352 

522 

625 


% 

0.36 

0.43 

OJ 9 

0.29 

0-34 

0.12 

0.50 

0.70 

0.94 

0.93 

Iran 


160 

199 

147 

102 

229 

155 

312 

278 

280 

340 


% 

0.30 

0 .J 5 

0.26 

0.18 

0-.?9 

0.31 

0-55 

0.56 

0.50 

0.51 

Total production 

of 










66,855 

countries shown 


53.190 

57.095 

56,506 

55.267 

58,966 

50,861 

56.565 

49.983 

55.682 

As percentage 

of 

i 

i 






106.34 


104.68 

725.69 

1923-24/1927-28 


TOO — 

107.34 

106.23 

103.90 

110.86 

95.62 

9 J -97 

Total world produc- 










68,600 

tion 


54.070 

58,060 

57.560 

56,340 

59.700 

51,800 

57.700 

51.300 

57.400 



360 E PRESENT TENDENCIES ON THE WORLD COlTON MARKET 


cent, during the years in question. Egypt, the larger producer in the world of 
the highest class, long staple cotton, increased her production both relatively and, 
to a noteworthy degree, absolutely, especially in 1932-33, when she produced 4.4 
per cent of the world total, and subsequently, the percentage share rising to 6.4 
per cent, in 1937- 

In the three cotton-growing countries of South America, Brazil, Peru and 
Argentina, the increase in cotton production has been very marked, especially 
in the case of Brazil, the share of which, having represented 2.4 P^r cent, of world 
production before the crisis, has risen to 6 per cent., almost equal, therefore, to 
that of Eg3^t. The other countries enumerated in table IV — Mexico, Uganda, 
Anglo-Eg3q)tian Sudan, Turkey and Iran— have all likewise increased their share 
in world cotton production. 

Thus the structure of the world cotton market has undergone very import- 
ant changes in regard to production, in that all the cotton growing countries, 
with the single exception of India, have extended their production at the expense 
of the United States. 

Over a long period of years it had always been sought to lessen the depend- 
ence of the world textile industry on the American cotton market. Uooking 
at the situation in its historical perspective it may be recalled that already at 
the time of the American Civil War, in which the industrial North fought against 
the agricultural South, the European textile industry had suddenly to face 
new problems, in having to procure its cotton supplies outside the traditional 
source. The severe disturbances caused by the struggle for the new agricultural and 
social constitution of the South of the United States, occasioned, about 1860-70, 
a new geographical distribution of cotton growing. But from 1870 onwards 
this crisis diminished considerably in severity, for the United States increasingly 
secured its dominant position in world cotton production, of which its share in 
1880 reached 73 per cent.; in other words, the world textile industry then de- 
pended to the extent of three quarters of its purchases of its raw material on the 
United States. Even deducting the quantity of cotton consumed by the United 
States’ own cotton industry— which at this time was the second largest in the 
world, coming immediately after the English industry— a quantity equalling in 
1880 about 1.8 million bales, the remainder, about 4,557»®®^ bales, was destined 
for export and represented double the quantity of cotton produced by all th^ other 
countries outside the United States, which amounted to 2,366,000 bales. In 
consequence the world outside the United States was obliged to obtain two thirds 
of the cotton it consumed from the American market. 

However, towards the end of the nineteenth century the ratio of United 
States cotton production to world production began to show a declining move- 
ment and in 1900 it represented 69.3 per cent., or 10,123,000 bales out of a world 
total of 14,607,000. 

In the two last decades of the last century the share in production of cotton 
of countries other than the United States increased by 4 per cent, of the world 
total. Relatively speaking, that was not an important increase, but what was 
of significance was the tendency in the world economy to seek more and more 
for new sources of cotton outside the' United States. 
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In the twentieth century this evolution of the world economy not only 
continued but was accentuated. The birth of new textile industries in many 
agricultural countries, the further development of the old industrial countries 
which produced cotton to a large degree for export, and the ever increasing absorp- 
tion of the home production by the American cotton industry — which had 
in the meantime become the foremost textile industry in the world — all these 
factors had as a consequence not only the birth of new centres of cotton cultiv- 
ation but also the dedication of greater attention to the older areas in which 
this textile fibre was cultivated. 

The passionate search for raw materials in general and agricultural raw 
materials for industrial processing in particular, characterises the whole economic 
life of the peoples of the earth. In most recent times the struggle for raw mater- 
ials and for the domination of textile fibre has become more intensive and the 
scene of the struggle has been extended to cover the whole surface of the earth. 

The evolution of the world statistical position of cotton in the last twelve 
years, in absolute and relative figures, and the relative development of American 
cotton and outside growths may be seen from the following table. 


Table V. — World, American and Outside Cotton Production, 
(in Absolute and Relative Figures), 


Year 

World production 

American production 

Outside growths 

bales 

as per- 
centage 

of 1926 

bales 

as per- 
centage 
of 1926 

as per- 
centage 
of world 
produc- 
tion 

bales 

as per- 
centage 
of 1926 

as per- 
centage 
of world 
produc- 
tion 

1926 

27,970,000 

100 

18,162,000 

100 

64.93 

9,808,000 

100 

35.07 

1927 

23*353.000 

8349 

12,957,000 

71.34 

55 48 

10,396,000 

106 — 

4452 

1928 

25,611,000 

91.57 

14.555.000 

80.14 

56.83 

11,056,000 

112.72 

43-17 

1929 

26,592,000 

9507 

14,716,000 

81.03 

55.34 

11,876,000 

121.08 

44.66 

1930 

25,259,000 

90.31 

13.873.000 

76.38 

54.92 

11,386,000 

116.09 

45.08 

1931 

26,464,000 

94.61 

16,877,000 

92 . 92 j 

63.77 

9,587,000 

97.75 

36.23 

1932 

23,613,000 

84.42 

12,961,000 

71.36 

54.89 

10,652,000 

108,60 

45-11 

1933 

26,111,000 

93-35 

12,712,000 

69.99 

48.69 

13.399.000 

136.61 

51-31 

1934 

22,873,000 

81.78 

9,576,000 

52.73 

41.87 

13,297,000 

135-57 

58.13 

1935 

26,262,000 

93-89 

10,495,000 

57-79 

39.96 

15,767,000 

160.76 

60,04 

1936 

29,751,000 

106.37 

12,396,000 

68.25 

41.67 

17.355.000 

176.95 

58.33 

1937 (prov.) . . 

37.073.000 

132.54 

17.573.000 

96.76 

47.40 

19,500,000 

198.82 

52.60 


A glance at this table shows that the contraction of American cotton produc- 
tion was much more pronounced than that of world cotton production, especially 
in the years after 1933, after the United States intervened in the cotton market 
to raise prices and to diminish production. The American crop reached its 
smallest size in 1934, in which year it was still further diminished by drought, 
and was little inore than half the size (52.73 per cent.) of the 1926 crop. In 
1935 and 1936 and especially in 1937 production increased compared with 1934, 
representing respectively 58, 68 and 97 per cent, of the 1926 crop. 



362 E 


PRESENT TENDENCIES ON THE WORLD COTTON MJ^ET 


But during this same period the production of outside growths not only did 
not diminish — except in 1931 when it was about 2 per cent, below the 1926 
level — but increased substantially, the production in 1937 representing 199 
per cent, of that of 1926. It is only owing to this great progress in the produc- 
tion of outside cotton growths that it was possible to compensate for the heavy 
contraction of American cotton on the world market and that consequently the 
total volume of cotton in the world was not affected during all these years. 

The relative pace of the production of American cotton and outside growths 
is shown characteristically by the development of production of the two sources 
measured against world production during the years in question. In 1926 Amer- 
ican cotton represented 65 per cent, of world production and outside growths 
35 per cent., American production being thus almost double that of the 
outside growths. In the following period the percentage of American cotton 
fell year by year, so much so that in 1933 the percentage of outside growths in 
world production already exceeded that of American cotton, the former being 
51.2 and the latter 48.7 per cent. This tendency continued with the result that 
in 1935 outside growths accounted for somewhat more than 60 per cent, of world 
cotton production and American cotton for somewhat less than 40 per cent. 
For 1937 only provisional figures are at present available, but it appears that 
the fundamental position was the same as in 1935, though in the meantime an 
improvement in the position of American cotton may have taken place. 

The relative importance of these two different sources has thus been radi- 
cally changed in the last twelve years, a short period, indeed, but full of extra- 
ordinary events of great importance for the world economy. Whereas in 1926 
— as, indeed, in 1913 — the quantity of American cotton was twice as large 
as that of all outside growths, in recent years the quantity of the latter 
entering the world cotton industry has been much greater than the quantity 
of the former. 

But the position of American cotton on the world market is due, besides 
to the economic and historical causes which we have described, also to the 
agricultural policy, and particularly the cotton price maintenance policy pursued 
during the crisis by the United States. It would take us too far afield to go 
here into the details of these causes, and a brief consideration thereof we 
reserve until later: for a more detailed study we may refer to the Institute's 
“ World Cotton Production and Trade " mentioned in the introduction. 


5. — THE EVOLUTION OF COTTON PRICES. 

The evolution of cotton prices, which reflects all the economic ups and downs 
of cotton on the world market was, during the period 1926 to 1937 of a very 
characteristic kind, as is demonstrated by the following figures. 

During the last decade prices have fallen from their highest level of about 
20 cents per lb. attained during 1927-28 and 1928-29— the high point of the 
prosperity period— to 6.3 cents in 1931-32, equal to less than a third of the 
pre-crisis prices. 
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Table VI. — Prices of Middling Cotton, New York, ig26-ig2y. 

(in cents per lb.). 

1926-27 15- 15 1936 December (Average). . . . 

^927-28 20.42 1937 January ( » ). . . . 

1928- 29 19*73 » February ( » ). . . . 

1929- 30 16.60 » March ( » ) . 

1930- 31 10.38 ,> April ( » . ; 

i93i‘32 6.34 » May ( » . 

^932-33 7.37 )) June ( )) 

i933~34 U.09 » July ( » ). . . . 

1934‘35 12.44 » Augu.st ( » ). . . . 

1935-3^ 11*75 » September ( » ). . . . 

» 15 October 


11.86 

11.56 

1315 

14.38 

14.08 

13-33 

12.78 

12.22 

10.41 

9.04 

8.56 


With the slow recovery of the world economy prices ro.se in 1932-33 to 7.37 
cents per lb., increasing thus by one cent. The rising movement continued 
in the following years with a pronounced tendency of prices to come back to 
the pre-crisis level. But there was the fundamental difference in the .situation, 
in that, whereas the high prices in the earlier period coincided with a large 
production and consumption of American cotton, and the factors determining 
the simultaneous increa.se in prices and quantities lay in the whole world eco- 
nomy and the prosperity thereof, in the later period—in which the resstrictionist 
policy of the United States was put into effect by the Agricultural Adjustment 
Act and reinforced by unfavourable atmospheric conditions such as the drought 
’n 19.34 End 1936— they resulted from the diminution of national cotton pro- 
duction and the increased world demand for cotton. 

During the present year. Middling in New York in the month of March 
reached 14.38 cents per lb., i. e. a level which had not been reached since 1920- 
1930. Now, as we have already observed, according to provisional data the 
United States crop was very good in 1937, at 17,573,000 bales, whilst the 
production of outside growths in 1937 had also increased very considerably, 
reaching the particularly large figures of 19,500,000 bales. In consequence the 
price is now in decline, reaching on 15 October 1937 a level of 8.56 cents per lb., 
somewhat higher than in 1932-33. 

The be.st way to grasp clearly the importance of this evolution of prices 
would be to analyse the movement of cotton prices over a long period. We 
may base our examination on Table VII, which indicates cotton prices over 
more than half a century — from 1872 to 1925. 


Table VII. — The Course of Cotton Prices i8y2-ig2 

(in cents per lb.). 


1872-73 20.13 

1875-76 12.95 

1880-81 H.42 

1885-86 . 941 

1890-91 9.19 

1894- 95 6.44 

1895- 96 8.13 

1898-99 6.00 

1 900-90 1 9,25 

1905-06 11.25 

I910-II . 14.56 


1915-16 


1916-17 

.... 19.28 

1917-18 

.... 29.68 

1918-19 

.... 31.00 

1919-20 

.... 38.29 

1920-21 

.... 17.89 

1921-22 

.... 18.92 

1922-23 

.... 26.30 

1923-24 

.... 31. II 

1924-25 

.... 24,74 

1925-26 

.... 20.53 
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From tlie table it will be seen that one must look back over more than 
half a century of cotton history to find prices almost as high as during the 
prosperity years 1927-29, as far back indeed as 1872-73, when the painful con- 
sequences of the Civil War had worn off, and prices equalled 20.13 cents per lb. 
Subsequently, in the last thirty years of the nineteenth century, prices fell more 
and more, reaching 6.25 cents in 1897-9^ ^ cents in 1898-99 a price, 

that is, exactly as low as in the crisis year 1931-32. The faU in cotton prices 
at the end of the last century coincided in general with very large crops, which 
in the United States began for the first time to exceed 10 million bales: thus 
in 1894 the crop equalled 10,026,000 bales; in 1897, 10,985,000; in 1898, 
11,435,000 bales (of 500 lbs.). 

With the beginning of the present century the general tendency of prices 
was upwards until the war, for they rose at a moderate rate from a level of 
9.25 cents per lb. in 1900 to one of 14.56 cents in 1910-11. Then, as production 
in the United States increased appreciably between 1911 and 1914 and in the 
latter year reached 16 million bales, the price fell again in the first year of the 
war to 9.10 cents per lb. in 1914-15. During the war years a new big rise 
in prices occurred which brought them up to 3^*29 cents per lb. in 1919-20, 
probably the highest level of cotton prices recorded in the United States. 

The crisis of the first post-war years had a depressing effect on prices, which 
fell in 1920-21 and 1921-22 to 17.89 and 18.92 cents per lb. respectively. The 
poor crop in the United States during the three years in which the boll weevil 
caused very serious damage occasioned a new rise in cotton prices to 26.30 cents 
per lb. in 1922-23 and even to 31. ii cents in 1932-34. The highest point in 
the price curve was in fact reached for the second time within the space of 
6 to 7 years — though at a somewhat lower level. 

Thus, as we have seen, the prosperity years closed in 1929-30 with a cotton 
price of 16.60 cents per lb., half, indeed, of the price in 1918-1919, but never- 
theless higher than the 13. ii cents in 1913-14 un the eve of the war or still 
more than the 9.10 cents in the first year of the war. The price in 1929-30 
represents the highest point of the cotton price curve from that date to the 
present. 

One important fact which emerges from the rapid glance at the history of 
cotton prices in the last 65 years was that the price of 6.3 cents per lb., reached 
in 1931-32, the year of deepest economic depression, was lower than any price 
recorded in the first thirty years of the present century, a circumstance which 
had serious consequences on the economic situation of farmers. 

6. — RELATION BETWEEN AGRIGULTURAL 
AND INDUSTRIAL PRICES. 

The difficult situation of cotton growers is revealed most strikingly by an 
examination of the relation between agricultural and industrial prices, the 
so-caUed scissors, " before and after the crisis. From the comparison in 
Table VIII it emerges that, from an absolute point of view, both indices, 
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agricultural and industrial alike, fell rapidly each year (except in 1929 as regards 
the agricultural index which rose in that year compared with 1928). But there 
was a fundamental difference in that the agricultural prices index had already 
in 1931 fallen appreciably below the pre-war level whilst the industrial level 
was still, in 1932, above the pre-war level. The consequence was that already 
in 1928 the relation between the index of agricultural prices and that of industrial 
prices was more unfavourable than before the war, or, in other words, from the 
period of prosperity onwards the prices which the farmer obtained for his pro- 
ducts on the free market had fallen in relation to those he had to pay for in- 
dustrial good on a market protected by custom duties and tariffs — a cir- 
cumstance which naturally could not fail to reduce the purchasing power of the 
farming population and the productive rythm of industrial activity. 


Table VIII. — Relation between Agricultural and Industrial Prices. 

(August 1 909- July 1914 ==> 100). 


Year 

Agricultural 

prices 

Industrial prices 

Ratio of agricultural 
to 

industrial prices 

1928 

139 

153 

91 

1929 

146 

152 

95 

1930 

126 

145 

87 

1931 

87 

124 

70 

1932 

65 

107 

61 


This difference between the prices of agricultural and of industrial products 
had as a result that, for example, in 1931-32, though the production of cotton 
in the United States was greater than in 1927-28 — 14,898,271 bales compared 
with 14,443,934 bales — the returns from the sale of cotton were in 1932 only 
about one third of those in 1927-28, namely 457 million dollars against 1,440 million. 
It is well known that the American farmers sell their products, including cotton, 
on a free world market, unprotected by customs duties, whilst the American 
market for industrial articles has always been protected by high tariffs. In 
their capacity as producers, in selling their products, and in their capacity as 
consumers, in buying the manufactured goods of which they have need, the 
cotton farmers as a social class are thus seriously burdened compared with other 
groups of producers in the country. 

7. COTTON POUICY IN THE UNITED STATES. 

The intervention of the American Government in the cotton market during 
the depression period, aiming at softening the effects of the crisis, was very active. 
Under the Agricultural Marketing- Act there was set up, on 20 October 1929, a 
central body, the Federal Farm Board, for the purpose, inter alia, of maintain- 
ing cotton prices at a reasonable level by holding cotton stocks off the market. 



366 E PRESENT TENDENCIES ON THE WORLD COTTON MARKET 


Ivoans on cotton were granted, up to a certain price of cotton, to farmers, to 
enable them to refrain from precipitate selling. For the marketing of long staple 
cotton the Board acted through the Staple Cotton Co-operative Association, and» 
for short staple, through the American Cotton Co-operative Association, In each 
case there was guaranteed to the farmers i though to a different degree, a price 
for cotton which thus made them almost independent of cyclic fluctuations in 
the price of cotton on the world market. 

The Federal Farm Board also made use of a whole series of other organis- 
ations such as the Staple Cotton Discount Corporation founded 5 June 1930 audthe 
Cotton Stabilisation Corporation, All this superstructure of the Federal Farm 
Board had, however, to be abandoned after three years (1929-30 to 1931-32), 
for the goal which had been aimed at, namely, to maintain, in the midvSt of a 
general crisis, the price of cotton at a parity with the pre-war level, had been 
shown to be unattainable. During the third and last year of the activity of this 
organisation, the prices, as we have shown above, fell almost to one-third of their 
level in 1929-30. 

Now, though the original aim was not given up, the means by which it was 
to be attained were developed further in that, from now on, the various parts of 
the cotton programme— raising of prices, granting of loans, market control— 
were no longer isolated one from the other and without strong cohesion, as iinder 
the free co-operative action of the Federal Farm Board, but instead, all formed 
part of one organic system. The policy embodied in the Agricultural Adjust- 
ment Act which was promulgated in May 1933 meant henceforward the direct 
intervention of the State in the United States cotton market. The action of 
the Government was directed more than in the past towards the reduction of 
the area under cultivation through legislation, and occasioned a reduction in 
such areas of more than 10 million acres. At the same time a money equivalent 
was paid to the cotton farmers for the areas withdrawn from cotton growing, 
that is, a cash payment calculated according to the average yield and varying 
between 7 and 20 dollars per acre, or instead, a cash payment plus a cotton option. 

To finance this undertaking a processing tax of 4.2 cents per lb. net weight 
on all cotton consumed in the, factories was introduced from i August 1933* 
But this programme too was to have but a transitory character in the United 
States cotton policy, for it was all too quickly shown that the reduction of the 
cotton planted area was not sufficient to prevent the obtaining of an ever in- 
creasingly larger yield per unit of land so long as the prices of cotton were 
sufficiently guaranteed. Thus the area under cotton in the United States 
declined from 45,341,000 acres in 1928-1929 to 35»939>ooo acres in i932-33» a 
diminution of 20.7 per cent., whilst the cotton crop in the corresponding years 
only fell from 14.6 to about 13 million bales, a diminution of hardly ii per cent.; 
for at the same time the yield per acre increased from 153 to 173.3 pounds. 

The development of cotton policy during the crisis was logically completed 
by the Bankhead Act published on 24 April 1934, by which was established a 
plan affecting cotton production itself, controlling the volume and fi^ng produc- 
tion quotas for the farmers. Taxes were imposed both on quantities of cotton 
produced and on quantities marketed in excess of the quantities fix^ under the 
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kw. The Bankhead Act thus changes the situation in that now, instead of the 
area under cultivation being controlled as thus far had been the case whilst 
the farmer was in no way impeded from influencing the crop, employing more 
fertilizer, and recuperating thus through a higher yield what his contract in re- 
gard to area had obliged him to give up— the cotton crop was limited by the 
fixing of quotas. 

As regards the raising of the price of cotton— the principal aim of the govern- 
mental intervention on the cotton market— a certain success was undoubtedly 
registered, for prices in 1934-35 — as seen above — were almost twice as high 
{12.44 cents per lb.) as in 1931-32 (6.34 cents.). But to obtain this aim cotton 
production was placed too much in the background. The high level at which 
American cotton prices were maintained and, at the same time, the reduction of 
production, favoured the extension of cotton production to other zones of the 
world which profited considerably from the American cotton policy. In con- 
sequence, that which the American farmers gained from the artificial maintenance 
of prices on the domestic market they have at the same time lost by the shrinking 
of exports on the international market. Thus, as W. L. Clayton rightly says (i). 

If the State of Texas with about 40 per cent, of the cotton acreage of the U. S., 
should attempt, irrespective of any action by the other twelve cotton states, to 
fix and maintain an artificial price for Texas cotton, all informed people would 
agree that such a course would end in failure. Yet the U.S. which occupies 
much the same relative position in the cotton world as Texas occupies in the 
cotton South, has been attempting since October 1929, to do just that. The 
technique employed has varied from time to time, but the thing attempted 
the raising of the world price of cotton has remained always the same. ' 

Here we touch upon a ver>^ important question of the cotton policy of the 
United States during the crisis years, namely just how far it is possible for one 
country to raise the price of a world export product, such as cotton, on the dom- 
estic market, without thereby doing itself damage on the world market and 
without threatening its vital interests to the benefit of other cotton growing coun- 
tries. There is a point at which the result of the reduced volume of cotton exports 
can still be balanced by an artificially high cotton price. But once this critical 
point is passed, and the prices raised too much, the negative factor then becomes 
dominant — the demand of foreign markets and the value of the product sold 
diminish. This critical point in world economic development is not always easy 
to perceive, for the momentary temptation to raivse prices prevents a correct 
appreciation of the succeeding results. 

The cotton policy of the United States, which was designed, with the best 
will, to help the home farmer has not entirely achieved the desired results, for 
though the world seeks autarchy and all sorts of obstacles are consciously placed 
across the path of international trade, the economic ties between the various 
parts of the world are still too close for the achievement of an autonomous eco- 


(i) Clayton, W. L.: Our Vanishing Markets. The Cotton Crisis. Institute of Public Affairs, 
Dallas (Texas) 1935 » P- 25, 
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noHiic policy to be possible in a particular domestic murket without its eventual 
negative effects being felt on the world market. 

For the 1937 cotton crop, once more it is to be tried to fix cotton prices 
by the granting of loans to farmers at the rate of 9 cents per lb. for Middling. 
But the price maintenance policy becomes more complicated in proportion as 
the share of American cotton on the world markets decreases and that of outside 
growths increases. 


8. — COTTON EXPORTS. 

We may now examine the movement of United States cotton exports in 
relation to average prices. The export situation is indicated in Table IX. 


Table IX. — United States Cotton Exports. 

(in thousands running ^les, counting round as half bales, linters not included). 


1927- 28 

1928- 29 

1929- 30 

1930- 31 

1931- 32 


7.639 1932-33 ^'426 

8,053 1933-34 7.552 

6.697 1934-35 4.816 

6,820 1935-36 ^'^40 

8,754 1936-37 5.689 


The evolution of exports shows, it will be seen, a rather wavy movement. 
What, at first sight, may seem strange, is that exports reached, at the deepest 
point of the crisis— in I93I--32— their highest level, at 8.8 million bales. 
Account however must be taken of the fact that the crop of that year had been 
very large, at almost 17 million bales. Prices were also, as we have seen 
above, lowest in this period (6.3 cents per lb.). At the same time American 
cotton stocks accumulated during the same year to more than 13 million 
bales, that is, the highest level they had ever reached, equal to a moderate 
to good American crop. Since 1928-29 stocks increased without interruption, 
rising from 4,517,000 bales in that year to 13,263,000 bales in 1931-32, whilst 
prices also fell. Since 1931-32 exports generally have declined whilst production 
has been very much reduced and stocks lower. 

The cotton exports of the four principal cotton exporting countries were, 
during the last two commercial seasons, as follows (in thousands of bales):— 



1935-36 

1936-37 

United States 

6,040 

5.689 

India 

3.094 


Egypt. . . 


1,828 

Brazil 

743 

1,072 


11.572 

12,298 


Thus as can be seen from these figures the increase in total exports during 
X935-37 is due entirely to the increases in Indian, Egyptian and Brazilian exports, 
whilst those of the United States declined. 
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The competitive capacity on the world market of the three principal cottons, 
American, Indian and Egyptian, is determined by the relative movements of 
their prices, as may be seen from Table X, in which prices are given in pence 
per lb. and as a percentage of Middling prices, at Liverpool. 


Table X. — American, Egyptian and Indian Cotton Prices 
on the World Market and their World Market Relationship I9^7'i937- 


Year 

Middling 
pence per lb. 

Percentage 

on 

middling 

Egyptian 
SakelUiridis 
pence per lb. 

Percentage 

on 

middling 

Indian Broaclx 
(f. g.) 

pence per lb. 

Percentage 

on 

middling 

1927 

9.54 

100 

16.84 

176.52 

8.26 

86.58 

1928 ........ 

10.92 

100 

19.27 

176.46 

9/22 

84 43 

1929 

10.29 

100 

17.02 

165.40 

8.37 

81.34 

1930 

7-49 

100 

12.05 

160.88 

5.26 

70.23 

1031 

5.10 

100 

7.81 

15314 

4-15 

81.37 

1932 

524 

100 

725 

138.36 

4-85 

92.56 

1933 

5-55 

100 

7-55 

136.04 

4.67 

84.14 

1934 

6.68 

100 

8.61 

128.89 

5.04 

75-44 

1935 

6.70 

100 

8.65 

129.10 

5.71 

85.22 

1936 

6.70 

100 

9.97 

148.81 

541 

80.75 

1937 January . . 

7.20 

100 

10.26 

142.50 ! 

578 

80.88 

)j P'ebruary . . 

7-30 

100 

10.00 

136.99 

5.68 

77.81 

» March. . . . 

7.87 

100 

11.76 

149.43 

6.01 

76-37 

)) April .... 

7.60 

100 

12.05 

158.55 

6.07 

79. 87 

» May .... 

730 

100 

11.30 

15479 

5-99 

82.05 

)) J une .... 

7.06 

TOO 

10.54 

149.29 

5-94 

84.14 

» J lily .... 

6.6S 

100 

9.72 

M 551 

5 - 6 i 

83.98 

» August . . . 

5-88 

100 

i 9.22 

156.80 

4*99 

84.86 

» September . 

5-36 

100 

8.77 

163.62 

4-47 

83.40 


From this table it may first be noted that in 1927, putting the price of mid- 
dling at Liverpool equal to 100, the price of Indian cotton equalled 86.6 and of 
Egyptian 176.5. This relationship changed in the years immediately following, 
but the general tendency was to maintain a lower, more favourable ratio, of Indian 
and Egyptian cotton prices to middling; in other words, these two cotton sorts 
became relatively cheaper and more capable of competing with American cotton 
than before the crisis. The ultimate result was that in 1934, in the period of the 
Agricultural Adjustment Act policy, the price of Indian cotton represented only 
75.4 per cent., and of Egyptian cotton, 129 per cent, of that of American Cotton. 
Other economic factors remaining equal, this difference in prices rendered these 
two outside growths more: attractive on the world market than American cotton. 
This price movement contributed much to the losses sustained by American 
cotton in foreign markets. 

With the abolition of the policy of the Agricultural Adjustment Act the 
ratio between the prices of American cotton and outside growths improved, that 
is, American cotton became relatively cheaper than the other cottons and in 
consequence more capable of meeting competition on the world market, though 
by September 1937 the pre-crisis position had not been reached. 
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9. _ WORI.D COTTON CONSUMPTION. 

If the United States cotton price policy in the first place strongly stimulated 
the production and export of cotton of all the other cotton growing countries, 
their commercial policy, in turn, tended further to turn the cotton importing 
countries away from America and towards them. The structure of American 
foreign trade is generally characterised by an active commercial balance. The 
amount by which exports exceed imports has fluctuated between averages of 
about 500 million dollars in the pre-war years, about 1,000 million in 1924-28, 
500 million again in 1934 and 250 million in 1935 > balance has always been 

active, as it was before the war, when the United States was a debtor country 
which required an export surplus in order to maintain its balance of payments 
in equilibrium. As, however, is well known, the international credit position 
of the United States has radically changed. At the beginning of the Great War 
the United States owed the rest of the world about 2,700 million dollars. After 
the war the position changed radically in that from a. debtor country the United 
Staes became a creditor country, to which the world owed in all, in I9I9> uiore 
than 14,000 million dollars. In 1928, immediately before the world crisis, foreign 
debts to America reached to more than 16,000 million dollars (i). 

The effects of the traditional American high tariff commercial policy, and of 
the new agricultural policy designed to maintain artificially high prices, combined 
with the ideology, which has been carried over from the pre-war years, of a debtor 
country, have been to prejudice the foreign trade of the United States in that 
foreign countries have had diminished the only possibility of paying for American 
exports. Thus as the United States Minister of Agriculture says “ The problem 
is not of American cotton but of American dollars in the hand of those foreign 
nations which want cotton (2). ” 

With the aid of the table below, which gives both total world consumption 
of all cotton and total world consumption of American cotton and outside 
growths, we may examine the changes which have occurred in the last ten years 
in cotton consumption on the world market. 

This table shows firstly that during the years 1930-31 and 1931-32 total 
world cotton consumption declined considerably and that world consumption in 
1930-31 represented 87.88 per cent., and in 1931-32 90.05 per cent, of consump- 
tion in 1927-28. In the succeeding years an increase of surprising rapidity 
may be observed, as if the world wanted to make up in cotton consumption 
as quickly as possible for its neglect during the crisis. In the last two years 
1935-36 and 1936-37 (provisional figures) world cotton consumption reached an 
even larger figure than in the period of prosperity, reaching in fact 109.13 and 
121.61 per cent, respectively of the volume in 1927*28, with the difference 


(1) agriculture’s Interest in America’s World Trade, Agricultural Adjustment Adminis- 
tration, Department of Agriculture, Washington, 1935, pp. lo-ii. 

(2) Henry A. Wallace. The World Cotton Drama. In Foreign Affairs. Vol. 13, July 1935, 
No. 4, P- 554. 
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Table XI. — World Consumption of American Cotton and Outside Cotton 
Growths ig2y-28—ig36-3y. (Bales of 478 lbs.). 



1927-28 

1928-29 

1929-30 

1930-31 

1931-32 

1932-33 

1933-34 

1934-35 

1935-36 

1936-37 

American cotton 
(1000 bales) . . . 

15.576 

15.226 

13,021 

11,113 

12,528 

14.385 

13.780 

11,206 

12.539 

13,100 

As percentage of 







world total . . . 

61 

60 

52.45 

49-77 

54-75 

58.36 

53-67 

44-07 

45 

42.39 

Outside growths 











(1000 bales) . . . 

9,832 

10,577 

11,805; 

11,216 

10,353 

10,265 

11,897 

14.119 

15.190 

17,800 

As percentage of 







world total . . . 

39 

40 

47-55 

50.23 

45-25 

41.64 

46.33 

55-93 

55.00 

57.61 

Total (1000 bales). . 

25,408 

25,803 

24,826 

22,329 

22,881 

24.650 

25,677 

25.325 

27,729 

30,900 

As percentage of 







total 1927-28 . . 

100 

101.55 

97.71 

87.88 

90.05 

07.02 

101.06 

99-67 

109.13 

121.61 


however that whereas before the crisis the largest proportion of cotton, often 
more than 60 per cent., had been bought in the United States and subsequently 
manufactured, now a larger proportion of Indian, Egyptian, Brazilian, Argentine 
cotton, etc., is used. And this, in spite of the fact that for more than a century 
the European cotton industry has been organised for the purchase and consump- 
tion of American cotton — on both the technical and economic sides — and 
that the American cotton trade has been and is assisted in our days by the 
American commercial system and its excellent organisation. But the explan- 
ation of this apparently strange phenomenon lies, we may repeat, in the trad- 
itional commercial policy of the United States which does not suit its now 
predominant position in the world economy or its great importance on the 
world credit market. 

If we study in detail the consumption of cotton in the various countries 
and continents, as in Table XII, we are at once struck by the fact that 
consumption in 1935-36 in the United vStates was still below the level reached 
before the crisis. That is due partly to the N. R. A. and the processing 
tax on jCotton used in United States mills. From i January 1933 until 2 
February 1936 this tax of 4.2 cents per lb. on raw cotton, as it emerges from 
the bale, equivalent to 4.5 cents for pure cotton, was calculated in the price of 
cotton. According to Mr. Alston H. Garside (i), the manufacture and sale of 
a standard print cloth cost on the average 14 cents per lb. over the price of 
cotton. Now there were added the tax of 4.5 cents and a little more than 8 
cents for the increase in wages and reductions in working hours, under the 
provision of N. R. A.-— in consequence 12.5 cents, raising the total to almost 
double what it was before, without counting the fact that cotton too had 
become more expensive. 


(i) Gabside, Aijston H. Cotton Year Book of tlie New York Cotton Exchange, i<)35, p, 5, 
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Table XII. 


World Cotton Consumption and the Share of American therein, 
by Countries and Continents, 

(thousands of bales of 478 lbs.). 



932-33 

1933-34 j 

1934-35 

1935-36 

6,137 

5.700 

5.361 

6 . 35 ' 

2.392 

2.659 

2,616 

2,821 

1.365 

1.403 

941 

1.295 

57.06 

52.76 

35-97 

45-91 

1.838 

1.965 

1.975 

2,351 


80 

36 

89 


4.07 

1.82 

37S 

1. 154 

1,182 

1,028 

1,270 

808 

781 

535 

660 

70.02 

66.07 

52.04 

51-97 

1,282 

1,597 

944 

1. 143 

973 

1,099 

376 

390 

7590 

68.82 

39 S 3 

34.12 

902 

905 

806 

628 

714 

663 

460 

425 

79.16 

73.26 

57-07 

67.68 

303 

312 

291 

407 

247 

227 

180 

242 

81.52 

72.76 

61.85 

69-46 

297 

269 

338 

4II 

172 

155 

122 

‘ 150 

57 91 

57.62 

56.09 

36.50 

413 

443 

432 

368 

308 

314 

248 

200 

74-57 

70.88 

57-41 

54-35 

274 

296 

283 

304 

240 

237 

204 

217 

S7-59 

80.07 

72.08 

71.38 

158 

176 

188 

234 

133 

130 

79 

81 

84.18 

73.86 

42.02 

34.61 

7.342 

8,107 

7.195 

8.177 

4.079 

4.230 

2,739 

2.963 

55-56 

52.76 

38.07 

36.24 

2.934 

3.289 

, 3,622 

3.554 

1,847 

1.857 

’ 1.737 

1.655 

62.95 


• 47-96 

' 46-57 

2.575 

. 2.404 

^ 2,495 

; 2.392 

748 

! 423 

t 256 

) 104 

29.02 

f ■r 7-55 

> JO. 26 

1 4-34 

2,24? 

> 2.13; 

r 2,46.1 

^ 2,477 

7,908 

5 8 .I 3 « 

> 8 . 95 / 

r 8.786 

2,70] 

[ 2,32] 

[ 2,032 

5 1.793 

34 -^t 

> 25 . 5 ' 

y 22 . 6<5 

? 20.4J 

87] 

[ I,l 6 ( 

S i, 29 < 

) 1,594 

23 ( 

5 27 : 

5 25: 

5 267 

1 27.0( 

? 25 - 4 - 

r 19,4^ 

16.75 

: 24 , 65 ( 

3 25,67 

7 25.421 

3 27,729 

1 14.38. 

5 13.78' 

0 II,20< 

5 ii ,539 

»1 58,3^ 

5 55 < 5 ; 

7 44 - 0 : 

7 45.22 

f eotton. 

the second the consumption of 

a percentage of the total. 
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But the rendering of cotton thus expensive diminished its industrial con- 
sumption, for the margin between the price of cotton goods and of cotton 
shrunk too far. Thus the price of middling spot cotton developed as follows 
on the ten southern markets of the United States. 


Price of Cotton (in cents per Ih.) 


Year 

Excluding 
processing tax 

Including 
processing tax 

1933-34 

10.81 

13.01 (-f- 4.2) 

1934-35 - 

12.36 

16.56 (-f 4.2) 

1935 “ August 

11-37 

15-57 (+ 4-2) 


The margin equalled 21.23 cents per lb. for 4 yarns on 4 August 1933 (i) 
and fell down to 7.70 cents by 5 July 1935. That was hardly the best means 
of stimulating the expansion of the industrial consumption of American cotton in 
the United States; it acted indeed rather as a direct obstacle to such consumption. 

Examining now, on the basis of Table XII, the percentage of the cotton 
consumption of the various countries represented by American cotton, we 
come across the same phenomenon. Everywhere there is a downward movement, 
both absolute and relative, in the consumption of American cotton, especially 
up to 1934-35, the last year in which the Agricultural Adjustment Act was 
fully effective. In 1935-36 an increase in the consumption of American cotton 
was observable in the world in general and particularly in France, Czecho- 
slovakia, Poland and the Netherlands. Similarly an increase took place in the 
United States itself. But though in 1935-36 the consumption of cotton from all 
sources had already attained in Europe the level of 1927-28 — 8,177,000 com- 
pared with 8,181,000 bales — the figure for American cotton consumption in 
European countries was hardly half as large as in 1927-28 — 2,963,000 as 
against 5,353,000 bales, or 36.24 and 65.47 cent, respectively, of the total 
European cotton consumption in those years. 

The situation in Asia, and particularly in Japan, is somewhat different. 
In 1927-28 Japan consumed 2,578,000 bales of cotton from all sources, represent- 
ing 10.15 cent, of the total world consumption. Consumption then increased 
almost uninterruptedly, reaching 3,622,000 in 1934-35 — representing 14.24 per 
cent, of the world total, faUing however thereafter to 3,554,000 bales, or 
12.8 per cent., in 1936-36. The industrialisation of Japan which had already 
been favourably influenced by the Great War and which had caused an increase 
in the consumption of domestic as well as of imported cotton was further stimul- 
ated by the world crisis — however paradoxical that may seem at first sight. 
The cotton industry is the greatest Japanese industry and since some years it 
has become the largest in the world after that of the United States. 


(i) Cotton Year Book, 1935, p. 209. 
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Thus in recent times world cotton supply and demand have not onjy been 
spatially extended but also transformed. The cotton market has assumed mther 
a piecemeal structure and has lost much of the clearness of line which it had before 
the war and has become much more complicated. ^ . 

^ If exception is made of the International Federation of Master Cotton Spinners 
and Manufrcturers’ Associations (Manchester) which brings together the spinners 
and weavers of the whole world outside the United States there does not ye 
exist an organisation in the world cotton market of the type of the Internationa 
Cotton Institute ” proposed in the Co«o« Trade Journal, “ an organisation, active- 
ly furthering the world's farflung cotton industry, devoted primarily to cot on 
n aU the Phases from growers of the raw material to the ultimate consumer (i) 

AnotSr^^^^^^^^^ this kind, aiming at bringing the world's producers of 

cotton and the tLtile industries together for economic collaboration was made 
at the International Textile Conference held at Washington on 2 April 1937. 
where the Indian delegate raised the question of the desirability of creating an 
rntermtLal cotton committee in order to be able to regulate both the supply and 

r,Tir.A<? nf cotton iu the world market. ,,,,,, 1 . 

Even though the world economic structure is not " planned throughou 
it isTnduding the cotton market) pervaded by a spirit of economic recovery 
and its pulse beats faster. Most probably this is due to the rise and the fall of 
the economic barometer which occurs regularly and periodically, 
following a period of decline; in part however it has been favoured by the r 
armament boom throughout the world. It is significant that in opemng the 
discussions of the Committee for the study of the problem of raw materials to 
which reference has already been made in the introduction, the Secretary Gen- 
IraWf the League of Nations pointed out that the present growing importance 
riaw materials is probably related to " the check to the Disarmament Confer- 
ence and the consequences of that check. 


10. 


THE CONSUMPTION OF ARTIFICIAL FIBRES. 


By reducing-as we have shown above-the industrial consumption of cotton 
in thfunited Stotts the ptoctoslng tax contributed indirectly at the same tunc 
to bringing about an increase in the consumption of other textile fibres such 
silk wfol,^rayon, flax, sisal and others not subjected to taxes of that bnd^ ^ 

’ The evolution of the consumption of the four most important textile fibres 
cotton, wool, silk and rayon in the United States-from 1920 to 1936 mclusiye. 

"’^^It^nfSVrst^e noted that the total consumption of the four textile fibres 
had inc”eJsed from 3,180.3 million lbs. in 1920 to 4.135-6 million in 1927^ 
Thereafter it in general declined, reaching the lowest level in 1932 , at 2,919.6 
•11* iVic Prom 10^^ to iqs 6 consumption increased considerably, reaching 
4 “ 2 n ion ri^tie year. ThJ’lion's share went naturally to the king 


(I) The Cotton Trade Journal, International Edition, New Orleans, 1937, PP* U-iS- 
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Tabi^E XIII. — Annual Fibre Consumption in the United States. 

(in millions of pounds and percentages). 


Year 

Cotton 

Wool 

Silk 

Rayon 

Total 

1920 . . . 



2,828.1 

314.2 

29-3 

8.7 

3.180.3 



0/ 

/o 

88.9 

9-9 

0-9 

0.3 

100 

1925 . . . 



3.074-7 

349-9 

66.0 

58.3 

3.548.9 


0/ 

/o 

86.6 

9-9 

1.9 

1.6 

TOO 

1926 . . . 


3,214.8 

342-7 

65-9 

60.6 

3,684.0 


0.^ 

873 

9 3 

1.8 

1.6 

100 

1927 . . . 



3.6095 

454-1 

72.0 

100.0 

4 .I.U -6 


0/ 

/O 

S3 3 

8.6 

1-7 

2.4 

JOO 

1928 . . . 



3.184.8 

33 . 3.2 

74-9 

100.5 

3.693-4 



0/ 

.0 

86.3 

9.0 

2.0 

2.7 

100 

1929 . . . 



3.422.7 

368.1 

81.3 

133-4 

4.005.5 



0/ 

85-5 
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of the textile materials, cotton, the consumption of which, in absolute figures, 
increased quite appreciably from 2,828.1 million lbs in 1920 to million 

in 1936. But the relative share of cotton in the total consumption of the textile 
materials declined considerably, from nearly 89 per cent, in 1920 to almost 79 
per cent, in 1935, a loss thus of 10 per cent, in the total. In consequence of 
the trends in the general economic situation, and in part also of the abolition 
of the processing tax, cotton consumption increased in 1936 to 82 per cent, of 
the total consumption. Compared with 1920 however the share of cotton repre- 
sented 7 per cent, less of the total consumption of the textile fibres. 

The percentage of wool in the total consumption of fibres in the United 
States — the country whose consumption of wool is largest and whose produc- 
tion is second to that of Australia— shows a slight downward tendency, from 9.9 
per cent, in 1920 to 9,1 per cent, in 1936. It was at the highest in 1922, at 
12 per cent, and lowest in 1934 with 7.3 per cent. 

Silk consumption, which represented 0.9 per cent, in 1920, increased to 2.5 
per cent, in 1930, to fall with fluctuations in the following years, reaching 1.4 per 
cent, in 1936, a figure which represents however an increase of 0.5 per cent, in 
the total, compared with 1929. The United States consumes in general 70 per 
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cent, of the world silk production, and imports from Japan-r-the largest silk 
producing country — alone about 75 per cent, of that country s production. 

The only one of these fibres to gain substantially was rayon, a late arrival 
in the textile industry. In 1920 the percentage of rayon in the total fibre con- 
sumption was the lowest of all the other fibres — 0.3 per cent. In 1927 the share 
already exceeded, at 2.4 per cent., that of silk, the consumption of which had 
also meanwhile increased though only arriving at 1.7 per cent, in that year. In 
1930 the percentage of silk reached its maximum at 2.5 per cent., falling, as we 
have noted, thereafter, whereas the percentage share of rayon continued to rise 
without interruption to reach the highest point in 1936, ut 7*6 per cent. Thus 
from 1920 to 1936 the share of ra^^on increased by 7.3 per cent, of the total, 
an increase exceeding the decrease of the share of cotton. Rayon, which competes 
with wool and silk as well as with long-staple cotton and afiords vast sections of 
the population a luxury article has thus made enormous progress, especially when 
it is considered that in 1911 its production in the United States was only 364,000 lbs. 

The consumption of synthetic fibre was developed considerably, not only 
in the United States but also particularly in the countries which are poor in raw 
materials, especially in Italy, Germany, Japan, etc. 

According to the annual report of the Sma Viscosa [Societd Nazionale Indu^ 
strie Applicazione Viscosa), which has its headquarters in Turin, the quantity of 
artificial silk yarn (rayon in continuous filament) produced in Italy in 1936 equal- 
led 40 million kilogrammes, and of rayon staple fibre 50 million kilogrammes. 
Beyond this the first successes have been registered in the production of wool 
from casein (lanital). 

Imports of wool amount to between 40 and 50 million kilogrammes annually 
with a value of between 600 and 700 million lire. The wool industry at present 
only consumes 4-5 million kilogrammes of synthetic fibre, thereby one third of 
the raw material of the cotton industry and about one tenth of that of the wool 
industry being provided. But these proportions can be appreciably increased. 
During the last six years the total production of synthetic fibres has increased 
three-fold. In 1936 the value thereof reached 750 million lire, representing about 
10 per cent, of all Italian imports (i). 

It is well known that in Germany during the war as result of the raw mater- 
ial scarcity, synthetic fibre was invented and given the name “ Stapelfaser " 
(staple fibre). But after the war it quickly went out of manufacture for it had 
important defects. In 1922 under the name Vistxa another similar synthetic 
fibre was manufactured which for strength and fineness was much superior to 
the earlier Stapelfaser. Today it is often given the name of Zellwolle, '' 
and is manufactured from cellulose. According to Dr. van Delden (2) it should 
be possible to replace, by this fibre, 25 per cent, of cotton imports in 1936, 35-40 
per cent, in 1937, whilst he predicted the replacement of the whole of cotton 


(1) Marinetti Franco: L’industria italiana delle fibre tessili artificial! e U suo contribute 
all’indipendenza economica della Nazione. Milano, 1936, p. 9, ' 

(2) Delden, Dr, van. Wood Supplants Cotton. Cotton Trade Journ^, i937, PP, 9^ 238. 
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imports by 1940. The same author however added “ But it has been stated 
that Germany would scrap the whole work and forget all about it if she could get 
American cotton by barter. ” But the present day economic programme is to 
make “ Zellwolle " the raw material par excellence for the national textile industry. 

World rayon production has risen from 200,000,000 kg. in 1930 to 450,000,000 
in 1936 and that of “ Zellwolle ” or rayon staple from 350,000 to 121,000,000 kg., 
so that the production of artificial fibres has increased from 200,350,000 to 
"571,000,000 kg., of which Italian and German production represent about 
70 per cent. (i). 

In Japan the production of rayon in 1936 equalled 276,000,000 lbs, exceed- 
ing that of 1935 by 26 per cent. The production of rayon now exceeds that of 
the United States. Exports also have grown. In 1936 Japan exported rayon 
cloth to a value of 113,484,000 yen, mostly to British India. At present experi- 
ments are being made to obtain a new textile fibre “ Sugano which grows in 
Japanese waters. 

In many other countries also, as, for example, England, where rayon pro- 
duction reached 12,800,000 kg. in 1936, in France, Poland, Romania, Yugoslavia, 
Hungary, Argentina, etc., production of the artificial textile materials is increas- 
ing more and more. The upward tendency in the consumption of artificial 
fibres and its influence on the situation of cotton in the world textile economics 
is amusingly described by Mr. J. E. Edmonds (2) in the following terms: - Once- 
upon-a-time, ‘ King Cotton’ lived in the American Cotton South. He was an 
American citizen. The ‘ King could do no wrong ’ and his ministers, the Ame- 
rican cotton producers, dominating world markets and furnishing the greater 
part of what the world consumed, thought they couldn’t do anything wrong 
either. He was a Produccv ^ if you understand what I mean. Times have changed. 

“ King Cotton is a Consumer now, a personification of the combined power 
of hundreds of millions of cotton-users, in all the continents, making their will 
^elt through the spinners of Britain, Japan, Central Europe and the rest. A King 
who, annoyed, has turned to synthetic fibres for clothing equivalent to the use of 

two million bales of cotton in one year. 

Whither this wav leads and in what degree the traditional textile materials, 
particularly cotton, will be replaced by synthetic fibres are questions which cannot 
yet be answered definitely. But the general direction in view of the tendency 
throughout the world towards economic autarchy is towards an increase in the 
production and consumption of the artificial fibres. At bottom it is a question 
of technique, of the perfectioning of the production process of these fibres, 
which goes together with the economic question, that of reducing production 
costs; both these problems are problems of which the solution is favoured by 
the economic difficulties of the time. Shall we see in this field the same develop- 
ments as in the cases of synthetic nitrates or artificial rubber ? That prospect 


(1) Berliner TageblaU. 8 May 1937- 

(2) Edmo^S J. E. American cotton— «oil to spinner. Cof/on Trade Journal, International 
Edition, tgsT$ P* 16. 
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may still seem perhaps rather remote but from now on any rational economic 
policy for cotton must reckon with these future possibilities and appreciate 
them sufficiently in advance at their true worth. 

II. — THE SOIL CONSERVATION AND DOMESTIC ALLOTMENT ACT. 

The changes which occurred in the agricultural and cotton policy of the 
United States with the abolition, in January 1936, of the Agricultural Adjust- 
ment Act was of great importance for the world cotton market. The Soil 
Conservation and Domestic Allotment Act which in part took its place coincided 
in publication with an upward movement in the American and world cotton 
markets. This law aims at replacing the palliative measures, which had been 
adopted during the crisis for the valorisation of the agricultural land, by radical 
measures designed to protect the soil itself — the most important national 
property — from natural wastage and destruction. 

The fundamental idea of the new agrarian legislation is the conservation 
of agricultural land and its fertility. So long as the cultivable area of land in 
the United States could always be extended the Americans, sure of the unlimited 
expanse of the Union territories, did not give much attention to erosion and 
the slow loss of soil fertility, for new fields could always be put under cultivation 
without worrying about exhausted fields. Forest areas have also been at the 
same time deforested by the timber industry without provision being made for 
a rational reafforestation, with the result that of the original forests of the 
Union only one tenth remains. Deforested areas however are specially prone to 
devastation by erosion, whether through weathering or by surface runoff. 

On the other hand, the exaggerated single crop farming, whether of cereals, 
cotton or other products, causes excessive exhaustion in various regions of the 
resources and fertility of the’ soil. As a result of erosion and single crop farming 
about one half of the original fertility of the American soil has been lost. This 
problem had already made itself felt after the Civil War but it is only since 
the great wastage from erosion and the great dust storms of 1936, which caused 
thousands of millions of dollars damage, that the problem assumed a nation- 
wide character. 

In the North of the United States where livestock rearing predominates, 
the situation is better, whereas in the cereal and cotton belts it is definitely 
worse. It is calculated that of the 1,000,000,000 acres of cultivable land in the 
United States, 300,000,000 or 30 per cent, have already been seriously damaged 
by erosion. It is this situation which the new law seeks to remedy, the new 
plan aiming above all to (i) conserve soil resources, (2) protect rivers and har- 
vests against the results of soil erosion in aid of maintaining navigability and in 
aid of flood control, and (3) re-establish and maintain the pre-war ratio 
between the per capita purchasing power of farm and non farm income. 

The Soil Conservation Act thus, like the old Agricultural Adjustment Act, 
aims at the control of agricultural production through the partial transference 
from commercial crops, such as cotton, wheat, tabacco, etc., to non com- 
mercial crops — grasses, vegetables, etc., which maintain soil fertility. But 


PRESENT - TENDENCIES ON THE WORLD COTTON MARKET 


379 E 


the ultimate purpose which it is proposed to achieve differs somewhat from that 
of the Agricultural Adjustment Act; in the latter the principal aim was the 
control of production in order to re-attain the pre-war parity of prices, whilst 
the improvement of the soil was only a secondary aim. In the new Act the 
improvement of the soil ha^ become the most important question for the whole 
nation, though agricultural prices have not been left out of sight. 

The transference of land to soil conservation crops is not compulsory and 
farmers who do it voluntarily are compensated. For cotton the indemnity 
is fixed at lo dollars per acre calculated on the basis of average yields of 185 lbs. 
of cotton per acre withdrawn from cotton production. 500 million dollars 
annually is the sum fixed for the financing of this programme. The relation 
between the expenditure for this financing and the national income is described 
officially as follows: “ The hall billion dollars expected to be appropriated an- 
nually under the vSoil Conservation and Domestic Allotment Act of 1936 is 
the equivalent of one-half to i per cent, of the national income for a single 
year, which ranges from 50 billions in depres.sion to 100 billions in prosperity. 
It is equivalent, moreover, to 5 per cent, of the value of the 200 million acres 
of eroding land, assuming that such land has an average value of $50 per acre. 
And it is at least doubtful that the value is this great. (i) 

The conservation of the soil however is not only a technical agricultural 
problem, but also an eminent question of the social economics of American 
agriculture, especially in regard to the land tenure system. The system, so 
wide spread in the United States, of tenancy, for a period often lasting only 
one year and under which the holding may change hands each year, is a factor 
which tends to deteriorate seriously the quality of the land. The farmer natur- 
ally is interested in obtaining the largest return possible in the short period 
of the lease without worrying about the condition of the soil when he leaves the 
farm at the termination of the contract. Between 1880 and 1930 the percentage 
of tenancy farms increased from 25.6 to 42.4 of all American farms. Only 
in the agricultural census of 1935 did a slight decline, to 42.1 per cent, appear. 
In 1935, 34.2 per cent, of all farmers worked their farms for less than i year, 
13. 1 per cent, held a tenancy lease for one year only, 24.1 per cent, for two 
to four years, 14.7 per cent, from six to nine years, 6.8 per cent, from six to 
fourteen years and, finally, 7.1 per cent, had held their farms for more than 
fifteen years. Under this system the farmer becomes a kind of nomad. 

In general the farmer receives no compensation for any improvements he 
may introduce on the farm, consequently it is only too easily seen that the land 
serves a speculative purpose and that it is not well cared for. It is interesting 
to note thereon the recently expressed opinion of the Secretary of State for Agri- 
culture, Henry A. Wallace: “ Throughout our history we have tried to help our 
people settle and stay settled on the land. Public land has not only been sold 
at nominal prices, it has been given away, millions and millions of acres of it ^ 


(1) Soil Conservation. Its Place in National Agricultural Policy. United States De- 
partment of Agriculture, A. A. A., Washington, D. C. 1936. 
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And still tenancy has increased, fanning by owners has decreased, and the debt 
burden has mounted. If gifts of land did not seem to check tenancy and promote 
ownership by operators, can we be any more confident that the sale of land, even 
at extremely favourable terms, will be an adequate answer to our problem ?... 
The problem is of such magnitude that many other approaches besides mere 
purchase and sale must be found, if any appreciable improvement in the situ- 
ation is to result. ’’ And after having described the measures to be taken for 
the purchase of cultivated lands in the region of the great plains in nine States 
in order that these lands might be transformed into pasture lands, which will 
prevent soil-erosion, he concluded with the following significant words; “ Agri- 
culture is no longer the forgotten industry in the United States. 

And in consequence, this is the case too in the cotton economy of the United 
States, the importance of which is indicated by the fact that of the cotton produced 
more than 65 per cent, was exported before the war, representing 20 per cent, 
of the total value of United States exports. 


j2. THE NEW TRADE AGREEMENTS OF THE UNITED STATES. 

Under the influence of the shrinkage in foreign markets the old trade policy 
of the United States marked by the high tariffs of 1920, 1922 and 1930 has recently 
been replaced by a somewhat more liberal policy. In the last two or three years 
commercial treaties, containing the most favoured nation clause, have been con- 
cluded with a whole series of countries, on the basis of the Trade Reprocity Act 
of 13 June 1934, by which the President of the Republic is authorised to reduce 
customs tariffs up to 50 per cent, in the conclusion of trade treaties. In Feb- 
ruary 1937 the Congress granted the President full powers for the making of 
similar treaties for a further period of three years. Commercial treaties with 
lowered tariffs have been made with, inter alia, Cuba, Brazil, Haiti, Colombia, 
Canada, Honduras, Nicaragua, Belgium, Sweden, Holland, Switzerland, France 

and Finland (i). . 

The most important market for the United States is now the United 

Kingdom to which 16.2 per cent, of all American exports went in 1929, and 
19 per cent, in 1935. It is also the most important market for American cotton 
exports after Japan. Consequently it is to be understood that negotiations are 
being carried out with the United Kingdom and other countries for commercial 
treaties similar to those which the United States have already made. The Im- 
perial Economic Conference held in Uondon in May 1937 lias also concerned 
itself with the question of commercial treaties with the United States. 

When the authorisation was granted in 1937 to the President of the United 
States to conclude commercial treaties until 1940, President Roosevelt said, 
among other things, the following: The economic welfare engendered by excess- 
ively highland discriminatory trade barriers was one of the main sources of pol- 


(i) Governmental Measures affecting Agricultural Prices. Intemational Institute of Agriculture. 
No. 5, 1936, p. 14. . 
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itical animosity and military conflict. At the present time, in view of the lament- 
able state of world affairs, the United States could not in all fairness relax their 
efforts or relinquish their leadership of the world movement for a lasting peace 
through economic prosperity. 

This new era of the commercial policy of the United States — the exports of 
which country represented in volume 16.2 per cent, of the world total in 1929 
and 11.7 per cent, in 1936 — is of great importance. It is of interest to note that 
whereas America’s percentage of world exports declined from 12.72 per cent, 
in 1932 to II. 7 per cent, in 1936, or 1.02 per cent, in the world export total, at 
the same time her percentage of world imports rose from 9.92 to 11.24 per cent, 
an increase, that is, of 1.32 per cent., in the world import total. In absolute 
figures exports from the United States declined from 1,576 million dollars in 
1932 to 1,427 million dollars in 1936 whilst imports at the same time increased 
from 1,352 millions to 1,430 millions. These figures thus express the character- 
istic fact that in American commercial policy a greater importance is being 
attached to imports. 

CONCLUSION. 

From the analyvSis of the present trends of the world cotton market and an 
examination of all the vagaries of the world cotton trade, the general notion 
which emerges is firstly that of the manifest instability which characterises con- 
temporary^ economic life. From the low production crisis of the immediate post- 
war years the world soon passed to the crisis of markets and the collapse of prices 
through over-production. This period was then followed by years of prosperity 
(1926-29) which in their turn were followed by an economic crisis such as the 
world had never before known. 

The crisis which raged since 1929 shook the whole structure of the world 
cotton market to such a degree that, at the worst point of the crisis, in 1932, 
not only was the volume of world cotton trade much smaller but also the relative 
productive capacities of the different cotton growing countries had been radically 
changed whilst the activity of the cotton industry was diminished. 

From the end of 1932 however a recovery in cotton transactions was to be 
noted, at first rather slow but which by the end of 1936 had become quite appre- 
ciable; consumption increases, trade is visibly more lively, etc., to such a point 
as to awake the fear that, given the alternation of crisis and prosperity years, 
these are the signs of a real economic boom, ” though prices, which had been 
rising until April 1937, have since shown a declining movement. 

In front of this eternal flux and reflux of the economic tide, with its disturb- 
ing social effects, man's action seems so far to have been limited. Can the 
remedy of this situation, to obtain the normal action of economic life and a cons- 
tantly progressive development, be found in “ planned economy ” ? However 
it may be, all attempts which have been made to soften the painful consequences 
of the crisis, especially if they have been made in a country such as the United 
States, whose commercial transactions are of the greatest importance in world 
trade, are always full of instructive lessons for international economic policy and 
offer valuable support for the social peace of the world. 
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In this regard we may note the deeply significant statement made by Mr. 
W. L. Clayton (i): “ America’s stake in world trade is, however, even greater 
than the recapture of lost markets and the developments of new ones, as com- 
pelling as that is. This greater stake lies in America’s opportunity and respons- 
iblity in the promotion of world peace. 

“ World peace and how to preserve it is the biggest question in the world 
to-day. And this question cannot possibly be dis-associated from the problem 
of world trade and how to restore it. ” 

The new commercial and tariff policy adopted by the United States since 
1934 as well as the transformation in the agricultural programme made in I93^» 
both of which tend slowly to break down the economic isolation of the United 
States, also contribute indirectly to a better understanding and to the strengthen- 
ting of the cultural bonds between the people. These two factors represent the 
indispensable conditions for the widening of world economic intercourse and there- 
by the further development of the international cotton market. 

M. Tcherkinsky. 


LIVE STOCK INSURANCE IN GERMANY 

Summary. — Private insurance against live stock mortality. Origin and development of this 
type of insurance. Insurance contracts. Supervision of insurance societies. Legislation 
for prevention and elimination of contagious diseases. Private insurance of slaughter stock. 

PRIVATE INSURANCE AGAINST LIVE STOCK MORTALITY. 

In 1935 this type of insurance was operated in Germany by 13 large 
private societies (2) and some 9,000 small local societies (3). 


(1) America Can Luad Way to Economic Peace. Cotton Trade Journal y International Edition, 

19.37, P- 157 - 

(2) Share companies: 

Badische Pferdeversichcrungs-Anstalt A. G., Carlsruhe. 

Mutual insurance societies: 

AUenburger Vieh-Versichertmgs-Gesellschaft, Altenburg - Deutscher Bauerndtensty Tverversicherunp- 
Gesellschaft, Berlin - Braunschweigische AUgemeine Vieh-V ersicherungs-Gesellschaft, Brunswick - I ieh~ 
V ersicherungs- Gesellschaft, Bremen - V aterldndische Vieh-V ersicherungs- Gesellschaft, Dresden - Erfiirter 
Vieh-V crsicherungs-Verein, Erfurt - Zentral-Vieh-V ersicherungs- Verein, Hildesheim - Pfdlzischer Vieh- 
Versicherungs-Verein, Ludwigshafen - Stuttgarter Pferde und VHeh-V ersicherungs-Gesellschaft, Stuttgart 
- Trierischer Vieh-V ersicherungs-V erein, - Uelzener Vieh-Versicherungs-Verein, Uelzen - Png- 

nitzer: Vieh-V ersicherungs-Gesellschaft, Wittenberg. 

The foregoing are included in the list given in the Report of the Office of the Reich for Super- 
vision of Private Insurance. In the list published by Neumann’s Jahrbuch der privaten und bffentli- 
chen Versicherung itn Deutschen Reich for 1935 there are included also 4 societies which are not subject 
to the supervision of the Reich Office: 

the Mdrkische Vieh-V ersicherungs-Gesellschaft at Berlin; 

the Ostdeutsche Pferde und Vieh-V ersicherungs-Gesellschaft at Frankfurt on Oder (both of these 
confining operations to Prussia); 

the Bayerische Versicherungs-Bank, a share company with headquarters at Munich, 

the Vieh-Versicherungs-Verband der Landesbauernschaft Rheinland with headquarters at Cologne; 

these two institutions operate live stock reinsurance. 

(3) Beinzger W. Die TierlebensversicherUng dutch kleinere Vereine. 1936, p. 19* 
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Origin and Development of this Type of Insurance. — It is generally believed 
that live stock insurance was introduced into Germany in 1765 by P'rederick 
the Great who endowed the farmers of Silesia with an institution established 
on a State basis the object of which was the compensation of losses due to 
cattle plague. It appears however that as early as 1720 insurance contracts 
existed, as is shown by a policy issued at that time in Hamburg according 
to which a number of insurers took upon themselves the risk arising from death, 
disease, theft and other contingencies affecting the animals. 

The small local insurance associations are of fairly ancient origin. At first 
their organisation was rudimentary. Usually there were no rules or terms of 
constitution and the losses due to the compulsory slaughter of the animals 
were partially compensated by the distribution of the utilisable meat among 
the members of the society in accordance with certain regulations. At the 
end of the XVIIIth and the beginning of the XIXth century several small 
local societies were founded which replaced these associations: these societies 
gave compensation no longer in kind but in cash contributed by the members 
in proportion to their incomes or to the size of their farms. By degrees regul- 
ations were made on the scale of compensation payments as well as on the 
distribution of the dues paid by members, and the societies began to draw 
up rules. With the progress of co-operation and with the building up of 
capital in the rural communes, the organisation of these local societies progressed 
farther: they began to fix the contribution in advance and to form reserves 
constituted by surplus funds for use in the case of extraordinary losses. These 
societies, which were designated variously (Viehgilden, Kuhladen, etc.), sprang 
up first in SchlCvSwig-Holstein and soon spread all over North-western Germany 
and into Southern Germany where there were a large number of farms engaged 
in stock farming. On the other hand this type of insurance did not develop to the 
same extent in Eastern Germany where there was a predominance of large farms. 

The activity of these societies was confined to the territory of a single 
commune, or at most to several neighbouring communes. Insurance was usually 
limited to cattle and pigs; for a large number of farmers there was no possibil- 
ity of covering risks arising from loss of other animals. The need for these 
additional insurances was met by the formation of larger organisations with 
a more extended range of action alike from the standpoint of area of oper- 
ation and from that of the kinds of stock insured. 

The first institution of this type was formed in 1833, under the designation 
of Viehversicherungsanstalt filr Deutschland, by Herr Masius of Leipzig. This 
society, founded on the co-operative or mutuality principle, extended operations 
throughout Germany insuring not only cattle but also horses. Compensation 
was limited for horses to two-thirds of the valuQ, while full compensation was 
paid in the case of cattle. As however the premiums proved invariably to 
be inadequate in view of the very severe losses occasioned by contagious dis- 
eases, it was necessary to have recourse in the first instance to supplementary 
contributions and later to reduce the compensation payments. In consequence 
the capital insured diminished to such an extent that in 1839 society was 
dissolved. 
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The same fate overtook after a bri€;f existence other societies founded at 
the same time, the reason being especially their failure to estirnate risks with 
precision and in consequence the call for large additional contributions. 

It was only towards the middle of the XIXth century that the first so- 
cieties were formed which proved capable of maintaining existence. These were 
the PfUlzische Viehversicherungsverein at Speyer formed in 1849 and the Braun- 
schweigische Viehver sicker ungsgesellschaft at Brunswick founded in 1852. Their 
success was mainly due to the fact that from the beginning of their operations 
thev kept their policyholders under continual supervision and that they were 
very careful in the acceptance of risks. Several societies which sprang up later 
and which did not follow this example had only a short span of life. 

In any case the development of the large societies was very slow and at 
times it was almost cdmpletely arrested. 

Assistance was given to the small local societies, in particular, by the govern- 
ments of Southern Germany which attempted to develop the organisation of 
live stock insurance by improvement of the position of these small societies, 
either by means of State contributions or by the formation of public reinsur- 
ance institutions. Further detail will be given in respect of these institutions 
when dealing with this question, which has a great importance for this type 
of society, 

At the end of the XIXth century, or more precisely in 1898, the numbers 
of animals insured by the large insurance societies were: 146,316 horses, 133,018 
cattle and 96,800 pigs, or 3.06 per cent, of the existing horses, 0.72 of the cattle 
and 0.68 of the pigs. 

The small live stock insurance societies, on the other hand, had in 1897 
covered risks for 214,874 horses, 1,150,346 cattle, 1,005,055 pigs and 11,756 goats 
(figures not including Bavaria and Alsace-Torraine). The percentages were 
thus 5.32 for horses, 6.26 for cattle and 6.24 for pigs. 

In 1935 the Reich Office for Supervision of Private Insurance registered 15 
large live stock insurance societies, two of which dealt exclusively with the insur- 
ance of slaughter stock. The 13 societies in question had insured against live 

stock mortality only 194,149 animals. 

In the course of the same year there were in existence 8,792 local insurance 
societies which had insured against mortality 2,454,976 animals, including 339*^54 
horses, 1,585,569 cattle, 492,5^4 pigs and 36,969 goats (i). 

Insurance Contracts, — The contracts or policies arranged by insurance 
societies are regulated in Germany by the Law of 30 May 1908 (2). 

This law which deals with the whole sphere of private insurance, with the 
exception of marine insurance and of reinsurance, is divided into five sections. 


(1) Manes, A. Giiterversicherung, Versicherungswesen. V. II, p. 148. Beinzger, op. cit., 

p ii-ip. Tratzscher a. V. Band: LandwirtschafUidie Versicherong; Hagel* und Viehversicherung, 

p. 96. — Statlstik ftir 1935 iiber die unter Reichsaufsicht stehenden Vetsicherungsuntemehmutigen 
und Bausparkassen, Berlin and Leipzig 1936, p. 137 » 

(2) Rekhsgesetzhlatt of 5 June 1908. Entry into force of the Law of i January 1910. 
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The first section is devoted to the provisions applicable to all branches of 
insurance (general principles, compulsory declaration, heightening of risk, pre- 
miums, insurance agents). The second section deals with the insurance of losses 
(including general provisions relating to the content of the contract, the sale or 
alienation otherwise of the object insured, etc.), third party risks insurance, 
fire insurance, hail insurance, live stock insurance, transport risks insurance, 
and liability insurance. The third and fourth sections deal with life and accident 
insurance. Final provisions are contained in the fifth section. 

Live stock insurance contracts are regulated not only by the general pro- 
visions contained in the law and especially by those relating to insurance of 
losses, but also by a special part of the law. These special provisions apply 
exclusively to insurance against live stock mortality in all its forms, but not to 
the insurance of slaughter cattle. For this form of insurance the general pro- 
visions of the law hold good as well as those relating to the insurance of losses 
in general. 

Live stock insurance obliges the insurer to repair the loss occasioned by the 
death of the insured animal. If the death is due to disease or accident, the amount 
of the loss is estimated at the value of the animal immediately before the occur- 
rence of the disease or accident. 

Insurance may also be effected against loss resulting from disease or accident, 
even when not followed by death. 

The insurance does not cover: (i) loss caused by a contagious or other disease, 
when the insured owner has a legal claim to compensation from the public budget, 
or when he would have had such a right if he had not lost it in consequence of 
infringement of the regulations relating to contagious diseases; (2) loss due to 
measures taken, in time of war or after the proclamation of a state of war, by a 
military official. 

If, on account of a defect in the insured animal, the insured owner has a suit 
against a third party for payment of guarantee, this suit or claim passes to the 
insuring bod)’' to the extent to which this body repairs the loss caused. Such 
substitution of rights cannot be effected to the detriment of the policy-holder. 
If the exercise of the claim to the guarantee has become impossible from fault 
of the policy-holder, the insuring body is released from the obligation to repair 
the loss, to the extent to which such loss might have been covered by the claim 
to the guarantee. 

After the occurrence of any insured risk, the insurer is not bound to repair 
the loss due to a subsequent event except up to the balance of the sum insured. 
For the further periods of insurance the insuring body can claim only a propor- 
tional part of the premium. 

The insurer has the right to proceed at any time to the inspection and exam- 
ination of the insured animals. 

The insurer must be informed not only of the death but of any ailment or 
of any serious accident, affecting the insured animal. Even when the insurance 
is only taken out for the event of death, the provisions in force on the subject of 
the declaration of the insured event are applicable to the declaration of cases of 
disease or accident. 
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If the insured animal falls ill or is the victim of an accident, the insured owner 
must, unless the case is really unimportant, at once call in a veterinary surgeon, 
or, if this is not possible, an experienced person. 

Board and lodging expenses, as well as those of the veterinary examination 
and treatment, do not form part of the expenses to be refunded by the insurer, 
within the terms of article 63 of the law in question. The cost of the first medical 
examination, in the case of disease of an insured animal, will be met, in equal 
shares, by the insurer and the insured owner. 

The interest charges on the compensation, as well the claim by the insured 
owner to a payment on account, are regulated by art. 94 of the law in question. 

Whenever the insured owner, either intentionally or by some grave error, 
seriously maltreats or neglects the animal, the insurer is released from the ob- 
ligation to make the payment, unless the injury does not result tfrom the bad 
treatment nor from the negligence. Omission to call in a veterinary surgeon 
or experienced person constitutes serious negligence. 

The insured owner may not proceed to forced slaughter of the animal 
without the consent of the insurer, unless it has been impossible to wait for the 
opinion. If it is established by the report of the veterinary surgeon, or in the 
event of his presence being impossible, on the report of two experienced persons, 
given before the slaughter, that this was necessary, and if it was impossible to 
await the opinion of the insurer, the latter must yield to the accomplished fact. 
If — with the reserves as stated — the slaughter took place without the consent 
of the insurer, the latter is released from making the payment. 

In a case where the obligations arising from the insurance come to an end 
on a date after the insured animal has fallen ill or has been the victim of an 
accident, such expiry of the contract does not affect the liability of the insurer, 
if the disease or accident result in the death of the animal within two weeks 
to be reckoned from such expiry. 

In the case of sale of an insured animal, the insurance comes to an end in 
respect of that animal; the insurer has none the less a claim on the premium 
for the insurance period in course. If the death of the animal occurs in con- 
sequence of a concealed defect before the period of insurance in course or 
within two weeks of the sale, the insurer remains liable towards the policy- 
holder, to the extent to which the latter is legally bound in respect of the 
guarantee towards the purchaser. 

Supervision of the Insurance Societies, — The operations of the insurance 
societies are subject to the supervision of the governmental offices of inspection. 
The fundamental law of 12 May 1901 was amended several times and has 
finally been replaced by a new text which bears the date of 6 June 193^ 
which has been amended several times, most recently by the Taw of 5 May 1937* 

This law is not applicable, inter alia, to societies operating exclusively 
reinsurance, with the exception of mutual insurance societies, and with reserve 
of decision in contrary sense by the Minister of National Economy, nor to 
public insurance institutions established on the basis of the laws of the individual 
States. These ihstitlations are none the less required to submit to the Reich 
Office of Supervision certain reports on the course of their operations. 


Large Insurance Companies or Societies Operating Insurance against Live Stock Mortality 
and Insurance of Slaughter Stock in igjS- 
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Supfirvision of insurance societies confining their operations to a particular 
State is exercised by the inspection authorities of that State. Otherwise, the 
supervision is exercised by the Office of the Reich for Supervision of Private 
Insurance {Rmhsaufsichtsamt filr Privatversichemng). 

This office e?cercises supervision also over insurance societies the activity 
of which is limited to a particular State, if so desired by that State and if 
the Minister of National Economy so provides. The amending law of 1937 
prescribes that the Minister may arrange that the authorities of the particular 
State shall co-operate in the supervision and may regulate the procedure of the 
supervising authorities somewhat differently from the method prescribed by 
the law. 

Small insurance societies whose activity is very restricted in respect of 
scope, area or membership, are placed under the inspection authorities of the 
States in which they are situated; and this even if they extend operations 
beyond the borders of this State, provided that the Minister of National 
Economy in agreement with the government of the State in question so decides. 

These societies come under a part only of the rules contained in the section 
of the law relating to mutual insurance societies. 

The law on the supervision of insurance societies is divided into ten sec- 
tions: (i) preliminary matter; (2) authorisation to operate insurance; (3) mutual 
insurance societies; (4) management of the affairs of insurance societies (general 
provisions, submission and examination of the budget, special provisions respect- 
ing the reserves of life insurance societies and provisions for prior claims in 
the event of bankruptcy in respect of insurance against losses); (5) supervision 
of insurance societies (functions and rights of authorities responsible for super- 
vision);, (6) undertaking of foreign insurance; (7) building savings funds (Bat^s/>ar- 
kassen); (8) temporary provisions; (9) penalties; (10) final provisions. 

Law Relating to Contagious Diseases. — It has already been noted when 
examining the insurance contract in respect of live stock mortality that the 
insurer is not bound to payment of the compensation in the case where the 
loss incurred, consequent on a disease, contagious or otherwise, which has 
attacked the insured animal, carries the right to compensation by the public 
authorities, even if the insured owner has lost the right owing to infringement 
of the governmental provisions on the subject of contagious diseases. 

It may be of interest to examine the important law of 26 June 1909 
which regulated the whole question of contagious disease with the exception 
of cattle plague, which is subject to a separate legislative regulation. . 

This law, which contains 82 articles, after defining live stock and suspected 
animals, and after having established the competent authorities as the govern- 
ments of the separate States, passes on to measures of protection against con- 
tagion coming from abroad. The law prohibits the import of animals attacked 
by a contagious disease, or suspected, or even of those which have been affected 
by a similar ailment; the import is also prohibited of products of such animals 
or of any object which might be presumed to convey the contagion virus. 
For the sake of preserving immunity, prohibition or limitation of live or dead 
animals and of products of such animals may be proclaimed either generally, 
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or for certain frontier localities. So as to avoid the introduction of live stock 
attacked by a contagious disease, all animals with undivided hoofs, all ruminants 
and all pigs are subjected to a medical inspection by an official veterinary surgeon 
either at the frontier or on arrival at a German port. Animals found to be dis- 
eased or suspect are excluded. Ruminants and pigs which have arrived by sea 
and the introduction of which is permitted by the veterinary surgeon must re- 
main in quarantine during four weeks in a depot set aside for the purpose, and 
only after this period can be admitted into German territory. 

Articles 8 to 73 prescribe the measures for combatting epidemics within the 
country. In the first place general measures are enacted; then follows the pro- 
vision that every owner of an infected or suspect animal, or any person who has 
the care or supervision of such animal, must immediately notify the police. Others 
bound to make this declaration are: all veterinary surgeons of inspectors of 
butcher’s meat, all butchers, etc. 

The following is the list of the diseases subject to declaration: 

(1) anthrax; symptomatic anthrax; haemorrhagic septicaemia of cattle; 

(2) Rabies; 

(3) Glanders; 

(4) Foot and mouth disease; 

(5) Contagious pulmonary disease of cattle; 

(6) Sheep pox; 

(7) Covering disease of horses. 

(8) Coital rash of horses and cattle ; 

(8) Wart disease of horses, mules and sheep; 

(9) Haemorrhagic septicaemia of pigs and swine fever; 

(10) Erysipelas or red murrain and nettle fever of pigs; 

(11) Chicken cholera and pest; 

(12) Tuberculosis of cattle which has recognisable external characteristics, 
in so far as it has reached an advanced stage in the lungs, the udders, the uterus 
or the intestines. 

Sanitary police measures established in the law under review, and designed to 
combat epidemic contagious diseases, are either preventive or eliminative. The 
first category includes for example the veterinary inspection at the time of 
transpbrt of animals, the limitation of access or even closing of markets or of 
shows to animals carriers of disease, etc. These measures may be of permanent 
type, ii e., independent of the occurrence of cases of these diseases, while the 
eliminating measures are taken only on the outbreak of a contagious disease and 
continue in force for its duration only. To this group of measures belong, e, g., 
the isolation and supervision on the part of the sanitary police of infected or 
suspected animals, the interdict placed on the farm and even on the locality 
to carry on trade in animals, the inoculation or the slaughter of animals infected 
or suspect, the public notification of the outbreak and of the end of the epidemic, 
etc. In addition to these general measures designed to combat contagious diseases 
the law contains a series of special instructions enacted with a view to one or 
other disease. 


390 E 


LIVE STOCK INSURANCE IN GERMANY 


Small Local Societies for Insurances 

Year 


No. 

States 

Number 

of 

societies 

Horses 

^ 

Cattle i 

. J 

number 

value 

number 

value 1 

I 

Baden 


929 

3,000 

2,100,000 

310,000 

93,000,000 

2 

Bavaria (incl. the Palatinate) , . . 

(•) 

268 

12,658 

8,860,600 

56.553 

16,965,900 

3 

Brunswick 

(‘) 

256 

7.318 

5,122,600 

7.630 

2,289,000 

4 

Hanover, 

(^) 

1.372 

58,121 

40,684,700 

116,373 

34,911,900 

5 

Hesse-Nassan 


442 

21.754 

15,227,800 

82,494 

24,748,200 

6 

Electoral Hesse 


271 

7.753 

5,427,100 

61,376 

18,412,800 

7 

Electoral Mark 

(■) 

193 

4.271 

2,989,700 

7.419 

2,225,700 

8 

Mecklenburg 


148 

12,114 

8,479,800 

5.459 

1,637,700 

9 

Oldenburg 


103 1 

15.I4I 

10,598,700 

13.916 

4,174,800 

lo 

Eastern Prussia 

il ) 

455 

3.961 

2,772,700 

37.674 

11,302,200 

II 

Pomerania 


51 

4.853 

3,397,100 

7.019 

2,105,700 

12 

Rhenish Prussia 


754 

38 . 4^>7 

26,926,900 

68,709 

20,612,700 

13 



600 

35.149 

25,498,289 

36,469 

8,254.604 

14 

Free State of Saxony ...... 

(*) 

65 

30.996 

21,697,200 

986 

295,800 

15 


(0 

99 

2.327 

1,628,900 

7.725 

2,317.5^^0 

l6 

Schlesvig-Holstein 

(^) 

288 

22,886 

16,020,200 

18,971 

5.691.300 

17 

Thuringia 


386 

16,311 

11,417,700 

46,905 

14.071,500 

i8 

Westphalia 

(^) 

693 

23.257 

16,279,900 

71,108 

21,332.400 

19 

Wurtemberg 


1.405 

19.309 

13.516,300 

624,626 

1 187,387,800 

20 

Territory of the Saar 


14 

208 

161,700 

4.157 

1.433.238 




8,792 

339.854 

238,807,889 

1.585*569 

473.179.742 








_ — 


(I) As a certain number of societies have not supplied these data, average figures have been inserted 
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<(unst Live Stock moftatity. 


3 :') 


Pigs 

Goats 

Sheep 

Total 

nvimter 

value 

number 

value 

numlicr 

value 

number 

value ' 








313,000 

95,100,000 

869 

86.900 

1.490 

29,800 


— 

7 L 570 

25,943,200 

10,629 j 

4,062,900 

2.300 

46,000 


— 

57.877 

1 1,520,500 

89,640 

8,964,000 

2,822 

56.440 

1 12 

3.360 

267,068 

84,620,400 

-0.353 

2,035.300 

3.908 

78,160 

— 

— 

128.509 

42,089,460 

12,496 

1,2 49, '600 

3,168 

63,360 

— 

— 

84,793 

25,152,860 

27.942 

2,794,200 


— 

1,681 

50,430 

41.313 

8,060,030 

10,818 

1,081,800 

— 


— 

-- 

28,391 

1 1, 199,300 

2.035 

203,500 

50 

1,000 

— 

— 

31.142 

14,978,000 

— 

— 

64 

1,280 

— 

— 

41,699 

14,076, 180 

] .5.868 

1 ,386,800 

60 

1,200 


— 

25,800 

(3,890,800 

12.449 

1,244,900 

1.755 

35.100 


— 

121,380 

48,819,600 

180,202 

31.535.350 

5.83T 

102,524 

— 

— 

257.65 T 

65.390,767 

3,680 

368,000 

— 

-- 


— 

j 35.662 

22,361 ,000 

10,860 

i 1,086,000 

423 

8,460 

— 

— 

21.335 

5,040, 8()0 

20,160 

1 2,616,000 

— 

— 

— 

— 

68,017 

24.327.500 

8,276 

827,600 

8,421 

168,420 

— 

— 

79,913 

26.483,220 

28.953 

2.895,300 

4.313 

86,260 

— 

— 

127.631 

40,593.860 

3.354 

335.400 

655 

13,100 

— 

— 

647.944 

201,252,600 

— 

— 

1,709 

53.379 

— 

•— 

6,074 

1,648,317 

4 'J 2,584 

62,773.550 

36.969 

744.483 

L 793 

53.790 

2,456,769 

775.550.454 
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The importgint question of compensation now claims attention. The slaught- 
er of animals infected or considered as suspect in virtue of sanitary measures, 
the losses caused by the disease in spite of the declaration made in good time, or 
even by the inoculation ordered by the veterinary police, all these involve 
serious losses for the owner. 

For several of the losses due to epidemics, in respect of which no private 
compensation is assigned, and in addition for certain losses due to State measures 
relating to the control of epidemics, compensation is awarded from the public 
budget. 

According to the law compensation is due: 

(1) For animals which have been killed in conformity with a sanitary 
measure or which have died after the issue of the order in consequence of a disease 
which has been the occasion of the order in question; 

(2) For animals which, after due notification of the disease has been given, 
have died in consequence of glanders or of contagious pulmonary disease, provided 
that the conditions were those in which slaughtering has to be pre.scribed; 

(3) For animals in the case of which it may be supposed that the death is 
due to the inoculation ordered by the sanitary authority; 

(4) For cattle and horses which have died as the result of anthrax or 
symptomatic anthrax or in the case of which it has been possible after death to 
ascertain that they had been attacked by one of these diseases. The amount of 
the indemnity is determined on the basis of the ordinary value of the animal and 
without taking account, except in the case of tuberculosis subject to declaration, 
of the depreciation due to the disease or to the inoculation. 

The compensation is reckoned at three fourths of the ordinary value when 
the animal has been attacked by glanders, to four-fifths of the ordinary value in 
cases of animals are attacked by anthrax, or symptomatic anthrax, by contagious 
pulmonary disease and by tuberculosis: in all other cases the compensation is 
equivalent to the total value, as, for example, where an animal has been attacked 
by foot and mouth disease or has died following on an inoculation. 

In arriving at the amount of compensation, account is taken of the sum. 
obtained by the owner fsom any utilisation of the carcase and of any contractual 
indemnity of private insurance; in respect of the different epidemics, there 
is to be considered the fraction which represents the compensation of the 
ordinary value of the animal. 

No compensation is granted for animals the . ownership of which rests with 
the Reich or with the separate States, nor for animals which have been imported 
into the territory of the Reich, contrary to a prohibition, or which have been 
attacked by a contagious disease within a certain period after their importation, 
unless proof is supplied that the infection occurred only after their introduction. 

An application for compensation is of no effect, if the ’owner of an animal 
attacked by the epidemic, or even the representative of the owner, either 
intentionally or from negligence, has not submitted the declaration of the 
disease in accordance with the sanitary police instructions, or if there is, on 
his part, an infringement of the measures of protection enacted by the, same 
authorities. 
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It is the business of the separate States to make rules as to the method 
of fixing the compensation, as to the body responsible for its payment, etc. 

It should however be remarked that the public authorities are responsible 
for the whole of the compensation payable for animals slaughtered iij accord- 
ance with sanitary orders, if the animals were not attacked by the disease in 
respect of which the slaughter was ordered; for one half of the compensation 
at least if the animals were attacked by foot and mouth disease and for one 
third if the animals were attacked by a form of tuberculosis which declaration 
is compulsory. 

Subject to these reserves, the provisions in force in the different States 
remain standing. 

With the same reserves and in so far as these provisions are not in con- 
tradiction with these me.saures, the States may establish that, pending furher 
regulation, compensation payments will be constituted from the contributions 
paid by the owners of the kinds of animals in question. 


PRIVATE INSURANCE OF SLAUGHTER STOCK. 

Insurance of slaughter stock .covers losses arising in the event of the meat 
being declared, according to the report following the compulsory inspection at 
the slaughter house, either entirely unlit for utilisation or fit to be delivered for 
consumption only under certain restrictions. 

Wherever compulsory veterinary inspection of butcher meat has been 
instituted, associations for insurance of slaughter stock were very shortly after 
constituted: these societies reimbursed their members for losses incurred when 
the meat proved wholly or partially unfit for consumption. 

In the formation of associations of this type the lead was taken by farm- 
ers, butchers and stock dealers: certain communal and provincial adminis- 
trations also instituted a service of slaughter stock insurance. The number of 
killings and the number of declarations of unfitness of the meat for consump- 
tion render the insurance of slaughter stock a matter of importance. The 
value of the meat destroyed as unfit for use is very large, and was estimated 
by M. Beinzger in the Manes Versicherungslexicon " in the course of 1926 
as 26 to 30 millions of marks. 

The Law of 13 June 1900 regulated this question for Germany, leaving 
to the separate States the business of establishing the rules for carrying out 
the insurance within certain limits, 

Fom I April 1903 every animal the flesh of which is intended for sale 
and for human consumption has to be subjected before and after slaughter to 
examination by experts. Only meat declared wholly utilisable may be ad- 
mitted to the open market, while meat declared partially unfit for use may be 
sold only under certain restrictions, and meat unfit for use must be destroyed. 

In 1902, insurance of slaughter stock was operated in Prussia by more 
than 300 undertakings. These had in 1901 insured 1,500,000 cattle, 2,350,000 
pigs, 25,000 sheep and ewes, in all about 3,800,000 head of slaughter stock. 
The majority of the members of these associations were farmers and butchers. 



394 ® BIBLIOGRAPHY ON ECONOMIC AND SOCIAL QUESTIONS . 

The sphere of action was very limited; a large number of dealers and of farmers 
supplying live stock to the small towns ‘or even to the rural communes had no 
opportunity of taking part in the insurance. Nor was it possible for them 
to form local associations, for want of an adequate membership. Hence the 
large insurance companies considered it a suitable moment to organise a .special 
department of insurance at fixed premiums of slaughter stock. 

In 1905 seven large companies instituted this branch of insurance. Includ- 
ing the Hanover stock dealers' association and seven associations of less import- 
ance insuring slaughter stock against certain risks (deterioration of quality due 
to trichinosis, to tape worm or to tuberculous affections), there might be cal- 
culated, for the insurances undertaken in 1905 by all these societies, an insured 
capital of 312.381,000 marks relating to 1.959,707 head of stock. The premiums 
paid by the insured persons amounted to 2,771,746 marks. 

In 1935 this branch of imsurance was operated by seven large insurance 
societies, which have insured in all 3,427,656 animals for a capital of 505,711,000 
marks (i). 

The small local societies are usually organised by meat dealers and by 
butchers as collateral organisations of their corporation. There also exist 
however many insurance associations independent of these organisations. P arm- 
ers’ organisations for the purpose of insuring slaughter stock have become much 
less frequent in comparison with other associations. This type of insurance is 
however very often included in insurance policies against live .stock mortality. 
There are also associations under the joint management of dealers in meat, 
butchers and farmers (2). 

(Tc be continued) Arcoleo. 


BIBLIOGRAPHY ON ECONOMIC AND SOCIAL QUESTIONS 

Reinhart, Herbert. Der Rohgummi als Weltwirtschaftsproblem unter besonderer 
Beriicksichtigung des Plantagen-Kautschuks. Verlag Konrad Triltsch, Wurzburg, 
1 ^) 37 - 

[This study of the economic problem of the world rubber supply attempts to bring 
together in a systematic form the very rich but scattered material concerning rubber, 
and particularly plantation rubber, the production of which has developed enormously 
during the post-war years. 

After a brief historical introduction the material in this study is divided mto three 
parts. The first is concerned with production, world consumption, and market prices, 
of rubber. The second part deals with public and private interventional measures 
seeking to improve prices in the producing countries after the pre-war years. 


(1) Statistik des Rekhaufsichtsamtes 1935, p. I 37 . 

(2) Manes, Versichsemngslexikon 1930, p. 1937 * 
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The author analyvSevS especially the Stevenson Plan and its effect upon prices, pro- 
duction, consumption, and upon the measures taken in various countries, and particul- 
arly in America, with a view to reducing the UvSe of rubber. 

Finally, after having submitted the plan to a critical examination, the period foll- 
owing its termination is considered and the possibilities of future regulation discussed. 
Tliis is an interesting work whicli contains moreover a rich bibliography systeniiitically 
arranged] . 

Rommei: Curt. Zur Frostschadenversiclierung der Kiilturen. Bern, Stampfli & 
Cie, 1937. 

[In this work, whicli studies a problem of great interest not only to those concerned 
with agriculture and insurance but also to public authorities, the material is divided 
into three parts. 

The first deals with frost, the damage which it causes, giving statistics concerning 
this damage, and also with preventive measures. The second part deals historically 
with the development of compensation for the damage caused by frost. In the third 
are given principles and suggestions for the better organisation of frost insurance]. 


PUBLICATIONS RECEIVED BY THE LIBRARY 


Books. 


History of Economics. 

Atkeson, T. C. and M. M. Atkeson. Pioneering in agriculture: one hundred 
years of American farming and farm leadership. New York, Orange Judd 
publishing co., 1937. 222 p. 

Watson, J. A. Scott and M. K. Hobbs. (Treat farmers. London, Selwyn and 
Blount. [1937]. 287 p. 


Economics. 


Neisser, H. Some international aspects of the business cycle. Philadelphia, Uni- 
versity of Pennsylvania press, 1936. xiv, 176 p. (Pemisylvanie. University. 
Wharton school of finance and commerce. Research studies, 31). 

Parkins, A. B. Our natural resources and their conservation. New York, J. Wiley 
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Summary: Introduction. — Some causes of the increase in meat consumption in the course 
of the XIXth century. — Present position of meat consumption in the different parts 
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At the beginning of the XIXth century, the consumption of meat was 
throughout Euroiie, for the large mass of the population, alike in country 
and town, very small indeed as compared with the present consumption, and 
moreover the greater part of the small quantity consumed was in the form 
of salt, smoked or dried meat. Apart from game, it was usually during two 
or three autumn months only, on the occasion of the great annual slaughtering, 
that fresh meat was eaten and this was equally the case with the richer people. 
In the course of the XIXth century, under the influence of several factors 
depending as much on supply as on demand, these conditions have been radic- 
ally altered; there is a constantly increasing consumption of fresh meat and 
in many countries the total consumption of meat per head is being doubled, 
trebled or even quadrupled. 

Some Causes of the Increase in Meat Coxisumption in the Course of the 
XIXth Century. 

Among the changed conditions affecting the supply of meat there were 
some which may be dated earlier, but their full development belongs to the 
XIXth century, as for example the disappearance of the open field system, 
the consoli4ation of holdings previously scattered and their enclosure, the 
modification of the former three-field system of cultivation — winter cereals, 
spring sown cereals and fallow— the introduction into the rotation of the 
growing of mangolds and other edible roots and of artificial grasses, and especi- 
ally the scientific breeding and feeding of farm animals. 


* Some of the main sources indicated by figures in the text wtU be found at the end of the 
article. 
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The disappearance of the open field system enabled each farmer to introduce 
with advantage, and without let or hindrance, the new system of crop rotation. 
The cultivation of roots and artificial grasses, which do not remove from the soil 
the same elements as do the cereals, did away with the necessity for leaving 
the lands in fallow and increased the area under production very considerably, 
thus rendering practicable an adequate supply of winter feed for an increasing 
number of live stock. The enclosure of the ploughed land, as well as the 
division of the common lands, involved, undoubtedly, for the poorer strata 
of the population, a decided decrease in the supply of meat, but it represented 
on the other hand a considerable increase in the total quantity produced of 
this class of food-stuffs. 

The result of the scientific breeding and feeding of farm animals which, 
as already stated, became widely adopted only in the XIXth century, was 
seen in a larger gross weight of slaughter stock and in a higher percentage 
of net meat per animal, thus in a more rapid securing of a sufficient dead 
weight, and in consequence quicker sales.' In Germany, from 1800 to 1903-05, 
the dead weight increased for steers by about 85 per cent., for heifers and 
young bullocks by about 112, for pigs by 108 and for sheep by 47 per cent (i). 
In France, towards i860, cattle were placed upon the market at the age of 
6 to 8 years, while just before the world war the market age was only 3 to 
5 years; in the same country whereas in 1862 the average net weight of steers, 
calves and pigs was respectively 225, 39 and 88 kg., it rose immediately before 
the war to about 312, 80 and iii kg. respectively, or a respective increase of 
about 38, 105 and 26 per cent. As a consequence of the increase in dead 
weight the total production of steers, calves, sheep and pigs in France has 
doubled in the cotirse of the last 50 years and that although the number of 
cattle has increased only by one fourth in the course of the same period, that 
of pigs by one third only and the number of sheep has seriously declined (2). 

Among the other factors which have contributed markedly to an increase 
in the production of meat, while making their appearance only towards the 
end of the XIXth century, there should be mentioned the use of chemical 
fertilisers, with the consequent increased production of forage, the constantly 
increasing use of artificial feeding stuffs, and the changes which have revol- 
utionised the methods of slaughtering and of distribution of meat with the 
invention of artificial refrigeration and the development of means of transport. 
These latter changes date from about 1870 when the first consignments of 
frozen meat reached Europe from the United States, from South America 
and from Australia, and thereupon opened to the European consumer those 
immense “ meat reservoirs where formerly animals had been raised and 
slaughtered merely for their fat and their hides, In conclusion, it should be 
added that the gradually more extended knowledge of the nature and lUanner 
of diffusion of the more dangerous contagious diseases which formerly, and 
often at short intervals, decimated the. herds, has contributed essentially to an 
increase in the production of meat. 

Among the numerous factors which have contributed, in the course of 
the XIXth century, to the increase in the demand for meat, some of the more 
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important only will be indicated here: the general rise in real wages, the con- 
centration of the population in towns, the recommendations of the nutrition 
physiology, the changes in the age constitution of the population, compulsory milit- 
ary service, etc. Wfe in the towns, especially in the large towns, with its artificial 
conditions of work and existence especially for the poor man— the time spent 
in houses, places of work and of amusement cramped and ill- ventilated, 
the sedentary work which makes no demand on physical effort, absence from 
home often for the whole day, the always increasing difficulty of obtaining 
foodstuffs in the natural state, etc. — increased the need for a highly stimulat- 
ing form of nourishment, possessing great satiety value, and not requiring much 
or any preparation to be appetising, all qualities possessed by meat. It remains 
for a relatively long time in the stomach, it sets up, as do many other stimul- 
ants, an almost immediate sense of increase of force and vigour, and for the 
busy workman’s wife who has often another occupation and who is not a very 
skilful cook, meat is a dish which can be quickly prepared in savoury fashion, 
with the simplest ingredients, and which if in the form of pork-butchers’ 
meat does not demand any preparation. Taking into consideration also that 
the town population has, the whole year, under its eyes, much more than 
the rural population, all kinds of meats and meat products displayed for sale, 
and that every day it is subjected to the influence of the commercial and 
scientific propaganda in favour of an increasingly carnivorous diet, it is not in 
any way surprising if the consumption of meat has increased parallel with the 
increase in the urban population. 

It is no less certain that the teachings of Liebig, Moleschott, Playfair and 
many other celebrated scientific workers towards the middle of the XIXth cent- 
ury, in regard to protein as the only source of muscular force — “the noblest 
of the elements of nutrition “ as Liebig said — led to an increase in meat consump- 
tion. It is true that Voit and Pettenkofer demonstrated the falsity of this idea, 
but none the less Voit, on the basis of his metabolism experiments, and of 
enquiries into budgets and consumption of meat in the city of Munich, judged 
the essential requirements of an adult man weighing 70 kg. and engaged in 
physical work for 9 or 10 hours per day, to be 118 grammes of protein per 
day, of which a proportion must be supplied by a ration of meat of 230 
grammes including bone and fat (3), These requirements were adopted as rules 
in the physiology of nutrition and up to the time of the world war were often 
considered as minimum requirements. 

Undoubtedly the compulsory military service introduced in the course 
of the XIXth century was the cause of an immense increase in the consumption 
of meat in general, by habituating one group after another of young conscripts, 
for the majority of whom meat had been a rare luxury, to consume each day 
a ration of meat the size of which was determined in respect of the exagger- 
ated nutritive value ascribed to flesh food by Liebig and Voit. From the 
middle of the XIXth century up to the time of the world war the conscripts 
of the greater number of the European countries- received a peace ration of 
about 200 to 300 grammes of meat per day and a war ration of 400 to 500 
grammes (4). The recent increase of the meat consumption in a number of 


countries is also, no doubt, partly due to the world war,. during which not only 
many classes of conscripts of 20 years of age, but also some large proportion 
of the remainder of the adult male population in the belligerent countries became 
accustomed to a large consumption of meat. 

Finally, the consumption of meat has been, undoubtedly, increasingly 
affected by the general diminution in the number of births and of deaths 
which has been noticeable during the last decades in the countries inhabited 
by the white race, thus increasing the proportion of adults, the larger consumers 
of meat. The decline in the number of births has naturally also increased the 
income at the disposal of each member of the family for the purchase of the 
more costly foods, such as meat; this appears very clearly from several recent 
enquiries into family budgets. P'or example; according to the German enquiry 
of 1927-28 the expenses for meat and meat products amounted yearly, in the 
workers' families with 4 or more children to 63.70 marks per unit of consump- 
tion, while the similar expense in families having one child only was 118.09 marks 
and in childless families 150.40 marks. 


Present Position of Meat Consumption in the Different Parts of the World. 

Leaving the question of the causes of increased consumption of meat in 
the XIXth century we may pass on to qur own times to give a rapid survey 
of meat consumption among certain of the peoples of the world. With this 
object there are shown in Table I the data on the consumption of meat per 
head in a certain number of European and extra-European countries, calculated 
on the basis of the statistics of exportation, importation and production, while 
in Table II are reproduced data on the consumption of meat and the expend- 
iture on meat in the families of urban workers, the data being drawn, for the 
most part, from the family budgets enquiries undertaken in the course of the 
last ten years (5). For the reader whoris interested, this latter table also contains 
data on the consumption of other important animal foods containing protein, 
such as fish, milk, cheese and eggs. As a general critical observation in regard 
to the data contained in these tables, it should be added that for various reasons, 
some of which are mentioned in the note below, a limited value only should 
be attached to them for the purpose of estimating the consumption of meat in 
the different countries, and that comparisons between countries should be made 
only with considerable reserves (*)• 


(*) As regards the figures in Table I, it should be noted that they refer only to beef, veal, muttoh 
and pork, and consequently exclude other types of meat, such as horse flesh, poultry, rabbits and 
game. In many cases, if these latter kinds of meat had been included in the total figures, much 
larger figures would have been reached; for Belgium, for example, it is calculated that the consump- 
tion of poultry and rabbits alone amount to 20 kg. per annum and per head (6). It should in addition 
be noted that while the net figure respectively. of exports and imports of meat is relatively easy to 
establish with sufifi,cient precision, it* is impossible to do the same for that part of the national pro- 
duction which lies outside the public slaughterhouses or the official inspection of meat, since it has 
been r^ly possible to make any but a very rough calculation of the number of private slaughter* 
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In passing in our review from the peoples that are large consumers of meat 
to those who consume little, there will be found — as may be easily explained — 
at the head of the first group primitive tribes living in the most northern 
regions of Asia, Europe and America, as well as the inhabitants of Tierra del 
Fuego and Patagonia — by now, however, almost extirpated — although the 
majority of these races are not so exclusively carnivorous as is gei\eralh" 
believed. Very carnivorous races are found also in other parts of the world ; 
for example, the Kirghiz in Central Asia who according to the investigations 
of the physiologist Kuczynski, consume ever\^ day— unless they are living in 
great poverty — one kg. of meat at least, but more often from 2 to 2 34 
besides some litres of koumis, without mentioning the much larger quantities 
of these two foods which they succeed in consuming at the time of cele- 
brations of any kind (8), A consumption of meat not much lower will be found 
also among a certain number of Hamite tribes, pure or mixed with negro 
blood, who are engaged in live stock farming in the steppe regions of North- 
East Africa. Among these special mention should be made of the Masai, 
much discussed during recent years in the literature on the physiology of 
alimentation. The essential components of their food are raw meat, blood 
and milk. According to the investigations of Orr and Gilks, the young men 
of the moral! ” or warrior class, consume every day at least over a kg. of 
meat (1.135 gm.), 2 litres of milk and a certain quantity of blood (9). 


ings and of the average dead weight of the animals thus killed. Another point whicli renders more 
difficult international comparisons is that in certain countries the edible meat offals arc included in 
the figure of meat consumed, while in other countries they are not so included, 

.\s regards the data of Table II, it shottld be noted that the enquiries from which they are drawn 
have often been confined to one or more large towns, where the consumption of meat, as a rule, is 
larger than in towns of less importance. The majority of the enquiries moreover reflect only the 
consumption habits of tlie more well-to-do clas.ses of the working population of the towns. This limit- 
ation is mainly due to the difticulty of fmding among the poorer classes the stabilised methods of 
housekeeping, the initiative and perseverance necessary to keep household books with care and accuracy 
over a long period. In many cases the representative character of the figures is affected by the fact 
that they refer only to a relatively small number of families or tliat the enquiiy lasted over a 
relatively short period only, thereby bringing the data on meat consumption, as well as those relating to 
some otlier products, under seasonal influences. It is also evident Uiat the consumption habits, especially 
in our own times, have undergone fairly considerable variations in the course of a period of ten years, 
and consequeiitly it is by no means certain that the figures of the table, in so far as they arc drawn 
from enquiries dating further back than the middle of the period 1920-1930, give an exact idea of the 
consumption in 1937. lu conclusion it may be noted that among the factors which render difficult 
a comparison between countries is tlie difference in tlie scales that have been utilised for the calcul- 
ation of the consumption units. However, apart from the so-called new Gennan scale (utilised in 
the German enquiry of 1927-28) and the so-called old German scale (used in Czechoslovakia in 1929-30), 
the various scales do not appear to give results so different as to make quite impossible an inter- 
national comparison- As regards the figures relating to the quantities consumed in Germany and in 
Czechoslovakia, it should be noted that the Gennan figures are probably somewhat lower (10 — 20 
per cent.) and the Czech figures somewhat higher (20 per cent.) tlian they would have been if cal- 
culated according to the other more generally utilised scales (7). 
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Tab. I. — Estimated Annual Consumption of Meat in Various Countries (x.) 

(Kilogrammes per head of population) 


Conutries 

Total meat (*) 

Beef and veal 

Mutton and lamb 

Pork, bacon and lard 

1925-29 

1930-34 

1925-29 

1930-34 

1925-29 

1930-34 

1925-29 

■ 

1930-34 

Argentina (3) . . . . 

126.8 

120,8 

II4.0 

108.4 

7-3 

6.8 

5-5 

5-6 

New Zealand (4) . . . 

106.8 

103,8 

( 5 ) 60.4 

( 5 ) 53-3 

35-9 

41.8 

10.5 

8.7 

Australia (4) .... 

107.2 

91-5 

69.0 

46.2 

30.0 

37-3 

8.2 

8.0 

Canada 

69.1 

65.4 

30.9 

27-5 

2.8 

3-2 

35-4 

34-7 

United *Kingdom . . 

62.4 

<> 3-7 

(*^) 31-5 

(6) 29.1 

(^) 12-3 

(*) 13-9 

18.6 

20.7 

Denmark 

47.0 

62.4 

21.9 

26.4 

— 

— 

25.1 

36.0 

United States .... 

62.3 

61.9 

24.2 

23.4 

2.5 

3-1 

35-6 

35-4 

Bsthonia (7) 

584 

53-4 

14.6 

19.2 

7.0 

5-4 

36.8 

28.8 

Germany 

49-9 

511 

17.2 

16.2 

0.8 

0.6 

319 

34-3 

Switzerland 

(8) 44.2 

47-3 

(®) 25-5 

25-5 

(“) 0-7 

0.6 

(8) 18,0 

21. 1 

Netherlands 

42-5 

45 <> 

20.0 

17.9 

0.4 

0.5 

( 9 ) 22.1 

( 9 ) 27.2 

Prance (^°) ' 

417 

43-5 

21.2 

22.7 

3-2 

31 

17-3 

i 177 

Belgium 

\ 362 

39.2 

19-3 ; 

18. 1 

0.6 

0.6 

16.3 

1 20.5 

Sweden 

|(”) 38-7 

(‘'■^) 36 .£ 

(")l9.o 

i(*^)i4.o 

(”) 0-7 

i.i 

(“) 19-0 

i (’^*) 21.0 

Czechoslovakia . . . 

34-2 

33 3 

133 

12.5 

(* 3 ) 3-4 

3-3 

i 7'5 

17-5 

Norway 

310 

331 

14.4 

14.7 

5-5 

5-4 

11. 1 

13.0 

Finland 

28.3 

26.7 

14-5 

133 

1.8 

1-3 

12.0 

12. 1 

Russia (*4) 

23.2 

— 

9.9 

— 

4-7 

— - 

1 8.6 

! — ■ 

Roumania 

— 

22.0 

— 

7-5 

— 

3 5 

; — 

II.O 

Poland 

18.0 

18.7 

6.9 

7‘3 

0-3 

0.2 

! 10.8 

1 

1 1 1.2 

Italy ....... 

, 19.8 

16.1 

11.8 

9.8 

1.6 

t -3 

i 

50 


(i) Except for France, Esthonia, Russia and Argentina all figures are taken from I,eague of 
Nations: probl^me de I’alimentation, Vol. IV. Statistique de la t)roduction, de la consommation 

et des prix: Documentation prepar^c par Tlnstitut Intematiomil d ’Agriculture. Revised edition to be 
published later. (2) Excluding poultry and game, goat’s and horse flesh. — (3) The figures which 
refer to the periods 1926-30 and 1931-34, are calculated on the basis of data published in Foreign Crops 
and Markets (Washington), Vol. 30, June 10, No. 23, p. 655- — (4) Averages for Uie agricultural years 
1924-25 to 1928-29 and 1929-30 to 1933-34. — (5) Veal not included, the wide variations in the weight 
of carcasses under tliis heading making impossible any accurate estimate. — (6) Averages based on 
annual figures referring not, as in the case of pork, to calendar years but to the twelve months 
periods June-May. ~ (7) Figures (averages for the agricultural years 1924-25 to 1928-29 and 1929-30 fo 
1935-34) calculated on the basis of data taken from XIII Annuairc de la Statistique agricole. 
Tallinn, 1935, p. 39. — (8) Averages for the three years 1926, 1928 and 1929. (9) No allowance 

made for variations in tlie export of lard. — (10) Figures taken from the article Ito World Situa- 
tion IN Cattle and Beef. Foreign Crops and Markets (Wash.), Vol. 21, No. 3, 1930, p. 83 and Vol. 30, 
No. 23, 1930, p. 656. — (ir) 1924-28. — (12) 1932-33- — (13) Included under this heading are also 
hprse and goat's kesh. (14) The figures, which refer to the period 1924-25 to 1928-29 are calailated 
on the basis of data published in Cattle and Beef Survey. A Summary of Production and 
Trade in British Empire and Foreign Countries. Prepared by the Intelligence Branch of the 
Imperial Economic Committee. Bondon 1934, p. 159. 
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Among the peoples of western civilisation, the largest consumption of 
meat is found in the countries where the population is originally from Europe: 
Argentina, New Zealand and Australia, i, e. countries with a superabundance 
of live stock and a comparatively small population. From Table I it appears 
that the meat consumption, per head and per annum, was in Argentina 12 1 kg., 
in New Zealand 104 kg. and in Australia 92 kg. It appears also that, for meat 
consumption as shown by the enquiries into family budgets reproduced on 
Table II, there stands first in this respect the workman of the Argentine capital 
(91 kg. per annum and per unit of consumption). There can be little doubt 
that if budget enquiries were available quite as high a consumption could be 
noted among the urban workers of Australia and New Zealand. 

A smaller consumption figure but still a high one is to be found in Eu- 
rope. For the majority of the European countries shown on Table I, the 
average consumption, per head and per annum, was from 3^ 1 ^^ 

Denmark and in England it exceeded 60 kg. and fell in Russia, Romania, 
Poland and Italy respectively to 23, 22, 19 and 16 kg. In other words, the 
figures of the table prove what might have been expected taking into account 
differences in climate, distribution of population according to occupations, 
standard of living, etc., viz., that in the northern and central parts of Europe 
the consumption is relativ^ely high, while it is low in the East and in the 
South. 

Confirmation of this generalisation, with some exceptions, is found in the 
data shown on Table II relating to the consumption calculated by unit of 
consumption, but it is evident that whereas in one case it is a question of 
data on the average consumption of all the population, and in the other case 
it is one of the consumption of a relatively restricted stratum of population, 
workers in towns, an absolute agreement as to the order on the list of the 
different countries cannot be expected. It will be noted that for the majority 
of the budget enquiries consumption per unit of consumption and per annum 
is about 40 to 50 kg. The highest consumption figure was reached by the 
working families of Vienna (84.7 kg.) and of Copenhagen (73.6 kg.), the lowest 
figure for the workers’ families of Southern Italy and Sardinia (Eccce, Palermo, 
and Cagliari) which are respectively 5.6, 10.9 and 13 kg. 

An equivalent consumption of meat, and often even less in quantity than 
that of the Italian towns referred to, is to be noted, with a few exceptions 
— among which should be named those tribes of North-East Africa and Central 
Asia mentioned above — as occurring with all the nations and all races inhab- 
iting the immense steppe and desert territories extending from the North of 
Africa across Asia Minor, Syria, Palestine, Arabia, etc., as far as Mongolia. 
This scanty consumption will be found as much in the towns as among the 
dwellers in the open country whether farmers or nomads. The budget enquiry 
undertaken in 1930 among the Arab and Jewish population of Palestine, for 
example, supplies proofs in respect of the very small quantities of meast con- 
sumed in the parts of the Vorld indicated above. Thus among Jewish workmen, 
coming originally from the Orient, li\dng in towns (see Table II), the consump- 
tion of meat was il to 12 kg. per annum and per unit of consumption, and 
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TabIvE II. — Consumption of and Expenditure on Meat and Other Animal *Prolei 


COUNTRY 


Localities 


Date 

of 

enquiry 


Number 

of 

families 

included 


Average 

number 

of 

members 

per 

family 


Average 
number 
of con- 
sumption 
units 
per 

family 


Average 
annual total 
expenditure 
in national 
currency 
per family 


Food 
■expend- 
iture as 
% as t.jta 
expend- 
iture 



Towns 

1927-28 

135 



Sweden 

Towns and indiistrial cen- 




tres 

1933 

610 

Denmark 

Copenhagen 

1931 

149 


Provincial towns 

1931 

236 

Finland 

Towns and industrial cen- 




tres 

1-927-28 

581 

Great Britain . 

Port of Liverpool 

1929-31 

332 


Cardiff 

1928 

56 


Reading 

1928 

57 

Germany 

Large towns 

1927-28 

896 

Netherlands . . . 

Amsterdam 

1934-35 

75 

Belgium 

Industrial centres 

1928-29 

809 

Austria (^7) .... 

Vienna 

1931 

73 

Czechoslovakia . 

Prague and other indus- 




trial centres 

1929-30 

262 


Tallinn 

1925 

230 

Poland 

2 towns, industrial cen- 


tre 

1929 

84. 

Bulgaria 

Towns 

1927-28 

93| 

Italy 

Bolzano 

1929 

43 


Milano 

1929 

52 

1 

Salerno 

1929 

134 

. 

Lecce 

1929 

36 

1 

Cagliari 

1933 

II 


Sassari 

1929 

82 

United States . : 

Detroit 

1929 

100 

Mexico 

Mexico City 

1934 

275 

Argentina (^9) . . 

Buenos Aires 

1933 

— 

Palestine ..... 

Towns: 



1 

Ashkenazic J ews (3°) . . 

1930 

25 


Sephardic J ews (3*) . . . 

1930 

18 


Yemenite Jews 

1930 

15 


Other oriental J ews . . 

1 1930 

i6 

China 

Peking t 

1926-27 

48 


Shanghai 

1927-28 

230 

Japan 

10 industrial centres ... 

1933-34 

1,083 

India 

Bombay 

1921-22 

2.473 

French Indo- 




china.. 

! Hanoi 

1923 

(36) 20 

Burma ....... 

Rangoon 

1926-27 

(3®) -992 


4.46 


3 - 36 | 

Kr. 

4,208 


42. 

4. II 


3-38; 

Kr. 

3.659 

5 b 

3*59 


2.97! 

Kr. 

4,499 


55. 

3-89 


3.12! 

Kr. 

3.496; 

3 .b 

4-57 


3 - 45 ; 

M. 

25,266 


.\ S . 

— 

("i 

2.91 ; 

T 

121-6-8 ( 9 ) 

47 .‘; 

6.8 


4 - 55 i 


....... 

(“) 


6.5 


4 - 35 ' 



(“) 

5 < 3 .: 

4.2 


— 

M. 

37325; 

435 

4.04 

(M) 

i 

FI. 

1,895; 

34; 

4.4 


3 . 2 I| 

Fr. 

K) 

0 

b 

(^ 5 ) 

58.: 

3-32 



Sch. 

4.499 


4 b': 


3 - 93 ! 
4.1 I 


4 - 99 ! 


4-9 

6.1 

6.4 

6.0 

5.9 

4-5 

5 


2.62I Kr. 16,700! 
2.9i:(33)M. ii4,4Io| 


^87! 7 A . 

3^02! Lev. 

4.91I 

4.061 

4.92! 

5.391 

4.88! 

4.60I 

3.27 s 

4.10 $ 

3-2 


34^»7j 

42,407; 


1 


1,720 

1,142 


56,0 

58.: 

56.5 

49:1 


32.3 


5.04 

5.88 

4.86 

5.25 

4.58 

4.76 

4.20 

4.2 


3.71 


3.89 

4.57 

3.69 

4.03 
3.38 
3.78 
3.12 

3.4 


$ 203 

$ 390 

Yen 947 

Rs 574’i3-o 


71.2 

57-2 

32.? 

60 . <3 


3.01 


Piast. 120 
Rs 680-3-0 


( 37 ) 75 * 

5..S 


— (23) In addition 9.9 Idlo^ammes other forma of milk. -— fa*) Expenditure cm theat and ftah. — (35) la additiito 3.8 Ih*”® 
9.6 kilogrammes condensed aad evaporated milk and 3,5 kilogrammes buttermjRk. — (39) Figures rrfer to the consumption *' 
and used for the construction of index-numbers. — (39) Jews chiefly from Cehtral and Eastern Europe. — (31) Msditerraneai 
at home. — {34) In addition about i kilogramme of fowl’s and dock’s blood. — (35) In addition a Small fraction of a can 0 
to have been spent. — (37) Alcoholic drinks not iuclnded. —> (38) Burmese families only. 
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\}'oodstuffs in Urban Workers* Families according to Recent Family Budget Investigations. 


Expend- 

iture 

on animal! 
foodstuffs 

a.^ /o 

of total 
food 
expend - 
iture 


.EJtpend- 
iture 
on meat 
as % 
of total 
food 
expend - 
iture 


Expend- j 
iture 
on fish j 
as % i 
of total 
food ! 
expend - j 
iture 


Annual consumption per consumption unit 


Whole 

milk 


Cheese | Eggs 





kg 

kg 

lit. 

kg 

number 

56.7 

18.7 

_ 1 

6.9 40.7 

46.7 

0 152-5 

8.1 

1.0 

52.8 

00 

00 

i7.i|(3) 233.8 

6.1: 226 

48.3 

22.9 2 . 8 ( 4 ) 73.6 

— 

( 5 ) 89.8: 5.4! 216 

50-3 

21.8 2.2 

1 ( 4 ) 60.1 

1 


(^) 103.3 

5-0 

164 

54-1 

T 3 - 9 . 2.8! 33.4 

! 

15 -4 ( 7 ) 297-9 

1. 1 

59 

.51.7 

n 28.5 

— 

— . 

-- 

■— 

— 

— 

— 

— 

— , 

30.8 

r) 8-5 

53.4 

— 

• — • 

— 

— 

— 

45 . 3 !(‘^) 6.1 

97-5 — 

— . 

52.2 

23 7 

I 4 

46.3 

().6 (’^ 3 ) 148.1 

4.8 

152 

44-5 

14.2 

2.2 (’ 4 ) 

(M) 

( 14 ) 

(X 4 ) 

(M) 

57 '^^ 

22.5 T.7 

49-7 

9.2 

142.7 

5.5 

199 

50.1 

(-8) 2,i.8 

l.T 

84.9 

4 i;(* 9 ) 189.1 

3.8 

260 

.50.4 

(ao) 21.8 0.5 

43.3 



192.5 

— 

170 

15-6 

18.7 

7.2 

46.9 

50.0 (- 3 ) 184 9 

i 

O.I 

8 

49.0 

(-4) 24.7 

— 

46,6 

4.6^5) 77.7, 1.8 

57 

36.0 

15.8 

i.6;('-^^) 34-7 

4.o(^7) 26.7 

6.4 

72 

- 

— 

— 

29.7 

1.4 

208.2 3.3 

' 134 



— 

42.9 

4.0 

99.5 

7-3 

235 




i <^-9 

12.8 

23-0 

3-3 

121 

— 



5.6 

TO. 2 

13.8 

3-7 

51 

— 

- 

— 

13.0 

11.1 

23-41 7-3 

34 

• — 


— ■ 

22.1 

13-3 

63-7 

8.4 

128 

53.4 

20.6 

1-7 

. 53-2 

4.6 (2«) 92.3 

2.2 

295 

. 37-9 

14.7 

0.6 

48.2 

0.9 

122.9 

1-7 

' 99 

38.8 

21.3 

1-7 

91-3 

1 1. 4 

228.1 

1.8 

1 


— 

■ 

21.7 

i - y ^) 8.8 

64-4 

3.9 

329 


— 


II . 2 

( 3 '^) 5-0 

37-2 

3.8 

219 

- 

— 

— 

12. 1 

( 3 *) 3.2 

41.8 

3-3 

219 


— 

— - 

10.8 

( 3 '**) 4-6 

32.2 

3-7 

219 

3.2 

( 33 ) 31 

( 83 ) 0.0 

( 33 ) 2.3 

( 33 ) 0.3 

( 33 ) 0.0 

( 33 ) 0.0 

0.5 

13. 1 

6.9 

4-4 

( 3 ^) .5.9 

7,6 

( 35 ) 0.0 

0.0 

27 

14.4 

2.8 

9.0 

— 

— 



— 

14.9 

50 

4.6 

4-9 

— 

5.81 

0.0 

0.0 

19.2 

11. 0 

6.8 

^ — 


— . 


— 

37.4 

13.2 

22.9 

17.9 

31-9 

0.0 

0.0 

4 


(i) General remarks: The sign - signi- 
fies that no data are available. — Figures 
on expenditure and consumption, given 
j in some investigations for a shorter period 
than a year, a week a month, etc., have 
in the table been calculated on an annual 
basis. — In the expenditure on animal 
foodstuffs there is as a rule also in- 
cluded expenditure on fats of vegetable 
origin. — When not otherwise stated, food 
expenditure includes expenditure on tea, 
coffee, cocoa, spices and drinks. — In 
all cases where tJie quantities of milk and 
eggs are given in kilogrammes, they have 
I iu the table been converted into litres 
and numbers respectively by dividing the 
quantity of milk by 1,031 (the weight of 
I litre being about 1.031 gr.), and mul- 
tiplying the quantity of eggs by 17.5 (the 
weight of I kg. of eggs being taken as equsU 
to about 17.5 eggs). — (2) In addition 31.3 
litres skimmed inilk and 11.3 litres other 
forms of milk. — (3) In addition 7,8 litres 
skimmed milk. — (^) As quantities for all 
the various kinds of meat are not to be 
found in the source, the figures for the 
total meat consumption are in part estim- 
ations made from data on expenditure 
and the price information given in the 
retail price statistics for similar products 
as those for whicli no quantity figures 
have been available. — (5) In addition 
i.c> litre skimmed milk and 8.9 litres other 
forms of milk. — (6) In addition ii.i litres 
skimmed milk and 23.(1 litres other forms 
of milk. — (7) In addition 20.9 litres skim- 
med milk. — (8) Median number of equi- 
valent adults. — (9) Expenditure on alcoh- 
olic drinks not included. — (10) Meat and 
fish. — (11) rCxpenditure on beer and other 
alcxdiolic drinks not included. — (12) Fish 
and game. — (13) In addition 1.7 litre 
other forms of milk. - - (14) Data not yet 
published. (15) Refers to the food ex- 
penditure iu the 116 families in which also 
the expenditure on items other than food 
was investigated. - (id) In addition 7.3 
kilogrammes buttermilk. — (17) Figures 
on annual consumption refer to 32 families 
only. — (18) Expenditure on bacon not 
iuciuded. — (19) In addition 2.1 litres 
other forms of milk. — (20) Expenditure 
on bacon included (bacon not included 
under meat in the source). — (21) Ex 
eluding offals for which quantities are 
not given. — (22) The figures refer to the 
176 families in which also the expenditure 
i on items other than food was investigated, 
forms of milk. — (26) In addition 3.1 fowls. — (2^) In addition 5.2 kilogrammes other forms of milk. — (28) In addition 
dly of five members (3.2 consumption units) considered, according to the results of the budget investigation, as typical 
of Spanish origin. ■ — (32) tncluding some small quantity of tinned meat. — (33) Refers only to families taking their meals 
powder. — (36) Unmarried workers with an average monthly income of 10 piastres, the whole of w'hich is here supposed 
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with the two nomad Arab tribes forming the object of the enquiry/the one 
wealthy and the other poor, the consumption reached only i8 and 9 gramrnes 
per day respectively, or lo and 3 kg. per year. Although for the majority 
of the nomad or semi-nomad peoples here under discussion, wealth consists, 
for the greater part, of cattle, sheep, goats, camels and horses, meat is 
merely a quite occasional form of nourishment, and their manner of living is 
markedly vegetarian, the principal foodstuffs being cereals and other vegetable 
products, and in the second place milk and milk products. In the two Arab 
tribes quoted, whose manner of living may be considered as typical for 
the other nomad and semi-nomad peoples of North Africa and of the Near 
East, cereals alone supplied in the rich tribe about 60 per cent, and in the 
poor’ tribe about 80 per cent, of the calories, while the foodstuffs of animal 
origin supplied only 14.6 and 12.3 grammes of the total protein which actu- 
ally amounted to loi and 107 grammes. 

A meat consumption similar to that of the Near East is to be found in 
the south of the North American continent— in Mexico (») and in the small 
republics of Central America— and in South America among the numerous 
descendants, pure or mixed, of the former civilisations of the high tablelands 
of the Andes— in Colombia, Ecuador, Peru and Chile— among the majority of 
the negro populations of Africa, whether Bantu or Sudanese (lo), etc. Again 
in the southern and south eastern parts of the Asiatic continent, the area 
inhabited by almost one half of the human race, it is found that the place of 
meat in the diet is, if possible, even less, and that for hundreds of millions 
of people it is of no importance whatever. 

In India some importance attaches to meat among certain tribes ([uite 
in the north of the peninsula, but going southwards meat tends to disappear, 
as well as other foods of animal origin, and the nourishment of the people 
becomes entirely vegetarian (ii). As shown in Table II, in 1921-22 even in a 
large town like Bombay the consumption of meat, for workers’ families, did 
not exceed 5 kg. per annum and per unit of consumption. In Siam, an enquiry 
into family budgets made in 1930-31 among the agricultural population, showed 
that meat was eaten only once or twice a month {12), and in Burmah it is 
generally understood that the cultivator cannot pay for the luxury of eating 
meat more than once a week (13), although from Table II it appears that 
the position is better for the more highly paid classes of workers in Rangoon 
who are able to allow themselves a meat consumption of about 18 kg. per 
annum and per unit of consumption, a remarkably high quantity for a worker 

in the Ear East. . i • r 

The unimportance of meat as a food among the native population of 
Netherlands India will be seen from the fact that according to estimates made 
some years ago by the Central Office of vStatistics at Batavia, the consumption. (*) 


(*) A consumption of meat sudi as ^own by the budget enquiry of 1934 io earist among the 
workers in the city of Mexico— 48 kg. per annum and per unit of consumption— is in no way 
representaUve for the consumption of the great mass of workers and of cultivators in Mexico. 
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per day and per head of native population, of beef (the chief kind of meat 
consumed, pork not being eaten for religious reasons) was scarcely 5 grammes, 
or less than 2 kg. per year (14). In China the situation is similar. In Pekin, 
for example, as shown in Table II, the consumption of meat, according to 
a budget enquiry of 1926-27, among workers’ families hardly amounted to 
2.3 kg. per unit of consumption and per annum, while among the workers 
of vShanghai with their higher level of wages, a somewhat higher figure was 
shown by the budget enquiry of 1927-28, but still very small, viz., 6 kg. per 
unit of consumption and per annum. 

In Japan the calculations of Toda showed that in the course of the period 
1917-24 only 6 grammes of meat were consumed per head and per day, or 
2.2 kg. per annum. A little later, in 1925, Grey estimates the consumption 
of meat at about the same figure per unit of consumption, viz., 7 grammes 
per day or 2.6 kg. per annum (15). The unimportance of meat in the diet of an 
urban worker in Japan appears from the fact that, according to a budget 
enquiry made in 1933-34, meat represented only 2.8 per cent, or 0.7 yen, of 
the yearly expenditure for nourishment. The enquiry supplies no data in 
regard to the quantitative consumption. 

As an animal protein yielding food, fish with other water organisms is much 
more important than meat in the greater number of the countries just discus.sed 
in the south and south east of Asia, while milk and milk products — except 
among the peoples of the extreme north of India already mentioned above — 
have only a very vSmall importance or none at all. On the other hand the 
consumption of milk, especially condensed milk, shows a steady increase in 
recent years in many of the towns of the Far East. Speaking generally, in 
the Far F^ast animal protein constitutes only a very small proportion of the total 
of protein consumed. Thus a budget enquiry, made in 1932 and 1934 among 
the farming families of Central Java, shows that animal protein formed only 
from 2 to 10 per cent. — in many families not even i 4:>er cent — of the total pro- 
tein (16); and from the two budget enquiries made in Pekin and Shangha ireferred 
to previously, it appears that among the workers’ families taken into consider- 
ation in the enquiry, out of the total of protein consumed 1.7 and 6.2 percent, 
respectively represent the protein of animal origin. It might also be added 
that a budget enquiry relating to more than a thousand farm households in 
Central China shows that one per cent, only of the total energy is derived 
from animal sources (17); in Japan, according to the study made by Toda, four 
per cent, only of the total supply of energy from the population come from 
food products of animal origin, viz. fish 2.9 per cent, meat and eggs 0.3 each 
and milk and milk products o.i per cent (18). 

Leaving the question of the total consumption of meat in the different 
parts of the world a few observations may be made on the place occupied at 
the present time by the different kinds of meat in the dietary system of the 
various peoples. In the countries of Western civilisation, whether in Europe 
or elsewhere, as appears from Table I, beef and veal represent in general 40 
to 50 per cent, of the total consumption. In Germany and in Romania the 
proportion is much lower, or about 30 per cent., while in Italy it is higher 
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(about 60 per cent.), and still higher in Argentina, where 90 per cent, approx- 
imately of the total consumption of meat is constituted by beef and veal. 
The place taken by pork in the diet seems to follow very similar lines, speak- 
ing generally. The proportion is exceptionally large in countries such as Den- 
mark, the Netherlands, Poland, Sweden, the United vStates, where from 1930 
to 1934 the percentages of pork in all the meat consumed were roughly 60 
in each case. In Germany in the course of the same period, pork represented 
two thirds of the total consumption. It has little importance in Argentina 
(5 per cent, approximately), in Australia (about 9 per cent.) and in New Zea- 
land (about 8 per cent.). From the figures of the table it appears that in the 
dietaries of the countries affected by Western civilisation, mutton occupies 
an important place only in Australia and in New Zealand (where from 193^ 
to 1934 about 40 per cent, of the total consumption was mutton), and among 
European countries in Great Britain, Norway and Romania, where during this 
same period the respective figures were 21.8, 16.3 and 16.0 per cent. In the 
other countries, as will be seen, the consumption of mutton at a maximum does 
not exceed 10 per cent, and in many cases only represents i to 2 per cent. 
There is, however, little doubt that in certain countries of Southern Europe, 
such as Portugal, vSpain, Yugoslavia, Greece, Albania, Bulgaria, for which no 
statistics of meat consumption per capita are available, but where the con- 
ditions are particularly favourable to sheep raising on a large scale, the con- 
sumption of mutton (and of goat’s flesh) is relatively important, and it should 
be observed’ also that the low figures for consumption of mutton in Italy 
(1.3 kg. per head and per annum, in 1930-34) are not all reprcvsentative of 
the importance of this form of meat in the dietary in Southern Italy and 
in Sardinia. According to the enquiries relating to food consumption among 
the workers of Lecce, Salerno and Sassari whence are obtained the figures of 
Table II, mutton accounted respectively for 20, 30 and 50 per cent, of the 
total of meat consumed. 

If a rapid survey be taken of the other civilised peoples of the world 
and of the primitive races, habits of consumption will be noted which, in 
virtue of religious practices and of customs, differ essentially from Western 
habits in regard to the kind of meat consumed. The 240 millions of Moslems 
in the world, who inhabit especially the north of Africa, the South-west of 
Asia, India and tEe East Indian Archipelago, do not eat pork, since they 
regard the pig, as do the orthodox Jews, as an unclean animal. The nomad 
and semi-nomad Moslems inhabiting these parts of the world, consume mutton 
and goat’s flesh, and it is only among the farming populations established 
in India and in the Archipelago that beef is , principally consumed. For the 
more than 240 millions of Hindus in India the pig is also taboo and so are 
cattle, which are the object of religious veneration^ Although there is a 
larger number of head of cattle in India than in any other country— -the 
estimate is about 160 millions — cattle , are never killed for food, and they 
are employed only as draught animals and as milk yielders,, so that they are 
allowed to live on such food as is available till the time of the natural death. 
With the Hindus, the meat eaten is mainly mutton or goat’s flesh, Although 
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a Buddhist is forbidden to kill, this commandment is observed with varying 
degrees . of strictness among the different nations and sects belonging to 
this religion, and in addition, the majority of Buddhists may eat meat of ani- 
mals killed by other persons. This explains the fact than among the 300 
millions of the followers of Buddha in China, Korea, Japan, Tibet, in Mongolia, 
in Indochina — the principal areas of expansion of this religion — all the kinds 
of meat already mentioned are eaten, although in very small quantities as 
shown above. Among the three principal kinds of meat, that most largely 
eaten in Japan and Burma seems to be beef, while in Southern China, vSiam 
and Indo-China it is pork, and in Northern China, Tibet and Mongolia mutton. 
In conclusion among these few examples of the influence exercised by religion 
and custom over the character of the food consumption, it may be mentioned 
that with the Sudanese and the Bantus, who together occupy most of the 
southern two thirds of the African continent, the modest ration of meat usually 
consists of poultry or venison. With the Bantu people, even when there are great 
numbers of herds, cattle are never killed expressly for food, as they are regarded 
in the light of personal friends which one would shrink from killing or that 
are killed only as sacrifices on the occasion of births, marriages or deaths, 
and only on those occasions is beef eaten. The same ceremonial does not 
surround the slaughter of sheep and goats with the Bantu tribes, but as a rule 
they are not killed for ordinary household use, but are preferably kept as a 
sign of wealth or utilised for making presents to chiefs or to special friends (19). 

Probability of an Increase in Meat Consumption in the Near Future. 

From the survey just made it would appear that at the present time meat 
is to be considered, for at least three fourths of the population of the world, 
as an occasional factor only in the diet, and that, with a few rare and insigni- 
ficant exceptions, meat is an important food only for some 200 to 300 million 
people in Europe as well as for the overseas countries peopled by emigrants 
from Europe. The question is now to be asked, whether an increase in the 
total consumption of meat in the world is to be anticipated in the near future 
and what is the probability that the production of meat will be adequate to this 
possible increase. 

That an increase in and even a considerable addition to this production 
is likely, seems beyond doubt. It is certain, to mention only some of the 
more important factors tending to promote the production of -meat, that there 
are to be expected in the future further important advances in the sphere 
of scientific breeding and feeding of domestic animals, in the control of the 
different diseases of these animals and especially in the science of plant selection 
and in other .sciences connected with cultivation, advances which will render 
it practicable, even more than it has so far been, to transform crop products 
into meat and other foodstuffs of animal origin. 

It is highly probable also that in a near future, provided at least that 
the general conditions of purchasing power among the masses do not become 
worse, a total increase in the demand for meat among the Western populations 
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will have to be counted on, even if the consumption of - the more well-to-do 
classes has already reached saturation point and will not continue to rise but 
may possibly fall. All the factors, which in the course of the XIXth century 
effected so large an increase in meat consumption, remain active. Every 
day the proportion of the urban and industrial section of the population, the 
chief meat consuming section, increases, as does also the proportion of the 
adult age groups consuming more meat; compulsory military semce continues 
to accustom every year fresh classes of young men to a consumption of meat 
which, for the majority of them, was previously quite abnormal. In conse- 
quence of a propaganda far more effective than before, the meat industry 
and trade act in favour of an increase in the consumption of this food; throughout 
the population in the upper classes as in the masses, consumption of meat is 
constanty associated with success, power, prosperity, etc, 

Since the majority of these factors, acting in favour of an increase in the 
consumption of meat, are gaining effect every day also among the three fourths 
of the world’s population, among whom the consumption of meat is at present 
very small or even nil, it must be expected that this consumption will increase 
too among them in the future. Among the primitive races of Africa, as well 
as with the civilised nations of the Far East, numerous proofs are met with 
that a development in this sense is in course. We may recall, for example, 
the meat rations, often of European type, distributed to coloured troops or to 
workers in the large mining enterprises in Africa, or the large meat consumption, 
according to budget enquiries, among the negroes of South Africa, removed 
from their primitive conditions of life in their tribes to become town dwellers (20), 
or again the increasing production of meat in Japan and the highly significant 
fact that in Tokio to-day there are to be found more than 3,oor^ butchers’ 
stalls, where 15 years ago there were only three or four (21). 

h. 
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LIVE STOCK INSURANCE IN GERMANY {continued) 

Summary: III. Public live stock insurance. — IV. The reinsurance of small local societies. 


III. PUBLIC LIVE vSTOCK INSURANCE. 

In 1935 four public institutions might be noted as operating live stock 
insurance: the Bavarian Public Animal Insurance Institute, the Public Live 
Stock Insurance Institute of Thuringia, the Niederschlesische Provincial Feuer- 
societdt and the Oberschlesische Provincial Feuersocietdt (i). 

{A) The Bavarian Public Animal Insurance Institute (Bayrische Landes- 
Tierversicherungsanstalt) (2) was founded in virtue of the Law of ii May 1896 
with the title of the Bavarian Institute of Live Stock Insurance [Landes-V iehver- 
sicherungsanstalt) and on the following bases: 

(a) It is in the first place a public institution of mutual type the admin- 
istration of which is vested in the Bavarian Chamber of Insurance; 

(b) ' the object of this Institute is insurance against losses arising from 
the death or forced slaughter of cattle and goats, and against losses due to the 
fact that the meat of a slaughter beast has been officially declared either wholly 
or partially unfit for consumption by reason of a defect discovered after sale. 

(c) This Institute is constituted by the local insurance societies joining 
it of their own accord. , on condition of accepting the model rules established 
by the administration of the Institute; 

(d) The local societies are founded on the principle of voluntary and mutual 
participation; their organisation and their relations with insured persons are 
governed by the model rules; 

(c) the Institute undertakes the covering of half the losses for which 
compensation must be paid by the local societies in virtue of the model rules. 
These funds are supplied, in so far as other means are not available, by means 
of contributions paid in by all the local .societies belonging to the Institute, in 
the proportion of the sums insured by them. The Institute thus acts as a reinsur- 
ing body for the local societies. 

(/) to the Institute is assigned not only an annual State subsidy intended 
as a contribution to the payment of compensation claims each year, but also a 
sum which was paid on one occasion only by the State and earmarked for the 
reserve fund of the Institute. 

The fundamental law of 1896 was amended several times. Only the more 
important modifications are noted here. 


(1) Neumanns JAHRBUCH ukr privatkn tjnd 6ffentlich rkchtlichen Versicherung lm Deut- 

SCHEN KBICH, 1936, p. XXX, ' 

( 2 ) Settz; Die 5l!entlichc Tlerversicherung in Bayern in the Viertdjahreshefte fur i;cfiossen- 
schaftUche Tierversipheriitng. 
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In virtue of a law liated 6 July 1908. insurance was extended to all farm 
animals with the exception of horses, which, as will be seen, are insured separately. 

By the law dated 2 November 1912 local societies were admitted to mem- 
bership of the Institute on condition that they would accept the modifications 
permitted by the administration of the Institute. 

The most important amendment made to this law relates to the payment 
of compensation for losses. Up to that time, the half of the compensation paid 
was at the charge of the local societies, while the other half was paid by the In- 
stitute. The consequence of this strict method of division was that the local 
societies which gave less attention to the management of the insurance became 
a burden on the Institute and on the other better managed societies which often 
for that vary reason were led to quit the Institute. In consequence, beginning 
from 1912, the Institute undertook tfie total amount of the losses, apart from 
dividing out at the end of the financial year the total of the compensation pay- 
ments, the administration and other expenses between the local societies on the 
basis of the risks insured by each society and in conformity with the principles 
of division approved by the Committee representing the insured persons. As a 
rule, the basis of this division is the average over five years of the losses charge- 
able to each local society. In this way, the contributions of the local societies 
are in general determined by the relation between the average of the compensation 
payments made during the last five years and the average of the sums insured 
over the same period. 

The result of these rules, which affect each society in proportion to the risks 
undertaken and by which contributions are levied on the local societies in varying 
degree according to the extent of the average losses insured by them, is to give 
each society a greater measure of influence on the establishment of their contri- 
butions. Local societies supervising the stock breeding carried out by their 
members and endeavouring so far as possible to avoid losses and to obtain good 
net returns may count on their contributions being reckoned at a low rate; the 
reverse is true for the societies which follow a different course of action. 

In the exceptional cases in which losses occur that cannot in justice be debited 
to local societies, it is possible to establish a fair compensation by utilising the 
State sub.sidy. ■ 

Up to the time of the amending law little attention had been paid to the 
utilisation of the meat, but from that time very special attention was given to 
the matter as the sums accruing from such utilisation are employed to the profit 
of each society. 

The law in question also established that the contributions of members 
must in the future be calculated on the basis of the degree of risk of the various 
kinds of animals. 

The contributions are collected by the methods employed for the collection 
of taxes. 

On II October 1919 the rules of insui'ance of slaughter stock were modified 
and will be described later. 

On 16 August 1923 the Government was empowered to amalgamate with 
the Bavarian Live Stock Insurance Institute {Lan 4 e$-ViehversicherungsanstaU) 
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the Bavarian Institute for Insurance of Horses; this was done on i November 
1923, and the Institute took the title of the Bavarian Animal Insurance Institute 
{Landes-Tier%}ersichemngsanstalt). . At the same time the law on the insurance 
of horses was repealed, and the insurance of all the kinds of animals was thence- 
forward regulated by the law on animal insurance (former law on insurance 
of live stock). 

On 22 January 1924 the Chamber of Insurance was authorised to regulate 
the collection of contributions in a manner differing from that prescribed by 
the law. At the same time the Chamber was also authorised to declare that 
the outstanding contributions could be collected by distramt and to establish 
proceedings for forced collection similar to those prescribed for the collection 
of taxes in arrears. 

The Bavarian Institute for Insurance of Horses referred to above was founded 
in virtue of the Law of 14 April 1900. This organisation had to be administered 
also by the Chamber of insurance and in accordance with the principles regulating 
the Bavarian Institute for Live Stock Insurance, but separately. This institute 
was based on -mutuality principles and on a local constitution. It also dealt 
with reinsurance which was operated by the societies taken as a whole. The 
purpose of these societies was to insure their members against losses due to 
the death of horses or their slaughter in consequence of permanent total dis- 
ablement. At the beginning, the Institute assumed responsibility for half of 
the compensation payments while the other half was at the charge of the local 
societies. During the years which followed its foundation, several amend- 
ments were made to the law, similar in scope with those relating to the Insti- 
tute for Live Stock Insurance. 

As already stated, on i November 1923, the special Institute for Insur- 
ance of Horses was amalgamated with that for insurance of live stock, and the 
laws relating to it were repealed. 

As regards insurance of slaughter stock, in accordance with the law of ii 
May 1896 on the Bavarian Institute of Live Stock Insurance, the opportunity 
was offered to stock breeders only of insuring themselves against losses due to 
the declaration by the sanitary inspectors that the meat of slaughter cattle was 
unfit for human consumption. Later this law was found to be longer adequate. 

On 16 June 1916, following on the introduction of the compulsory organis- 
ation of the meat market (Fleischzwangswirtschaft) , on which the sole purchaser 
had become the Bavarian Office for Meat Supply, the Bavarian Federation of 
Slaughter Stock Insurance (Bayrischer Schlachtversichenmgsverhand) was founded, 
attached to the Bavarian Live Stock Insurance Institute. 

When in 1919 the meat supply was reorganised, insurance of slaughter 
stock was also placed under the same legal regulations. By the law of i October 
1919, to the law on live stock insurance there was added an article by which 
the administration of the Institute is empowered, for special insurance require- 
ments, to establish general conditions of insurance independently of the rules 
established by the law on live stock insurance. At the same time the Ministry 
of Internal Affairs was empowered to introduce compulsory insurance of slaughter 
stock, which was done by an Order of 24 September 1920. 
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In amendment of the law of 1919 which confined this insurance to butchers 
only, the law of 1920 extended the obligation to stock owners and also to dealers 
in slaughter stock. 

In addition, there was linked with the Bavarian Animal Insurance Institute 
also the Bavarian Federation for Animal Insurance, the object of which was 
insurance against live stock mortality of those stock owners who were unable 
to insure with any local insurance society. 

The insurance against live stock mortality introduced from i November 
1913 and the insurance against mortality of horses dating from 4 April 1916 
differ very little from the same insurance as operated by the local insurance 
societies. It is for this reason that the rules of these societies are essentially 
similar to those of the Federation. 

The activity of this institution is not confined to animal mortality insur- 
ance and is extended to other branches of insurance falling outside the scope 
of this article. 

It may be of interest to examine the Taw of 7 December 1933 which 
summarises the essential organisation of the Bavarian Animal Insurance 
Institute. 

This Institute is constituted as a public body corporate. It forms part, 
with other institutions, of the Bavarian Chamber of Insurance which administers 
separately the different organisations belonging to it, and represents them in 
legal and extra-legal proceedings. 

The object of this Institute, which is based on the principle of mutuality, 
is insurance against mortality of animals, and also the insurance of slaughter 
animals. 

The insurance is operated by the local societies affiliated to the Institute and 
by the Bavarian Animal Insurance Federation which is linked with the Insti- 
tute. The policy holders are the members of the affiliated societies. These 
societies and the Federation are also public corporate bodies, and are ba^ed on 
the principles of mutuality and liberty of action. 

Their organisation and their relations with the insured persons are regul- 
ated by the rules of the Bavarian Animal Insurance Institute. The adminis- 
trative area of the local societies is determined by the Chamber of Insurance. 

Slaughter stock insurance applies to losses arising from the death of the 
animal intended for slaughter or from the official declaration at the time of the 
inspection of animals slaughtered for meat, when the meat is wholly or par- 
tially unfit for human consumption, or even when it is so fit under certain 
conditions or when it has lost some part of its value. All cattle, pigs, goats 
and sheep intended for slaughter which are subject to the health inspection in 
virtue of the law of the Reich of 15 January 1900, are covered by the rein- 
surance of slaughter stock. Animals not included are only porkers less than 
50 lb. in weight and sheep and goats under three months. Declaration is 
obligatory for the butcher, and optional oilly for the owner of the animal. 

For each individual Case penalties can be imposed by the Chamber of 
Insurance, up to ten times the amount of the unpaid insurance contributions, 
in the case of non-observanc^ of the obligation to take out insurance, and 
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Up to three times the same amount if it is a case of non-observance of the 
regulations for carrying out the law. 

The Bavarian Animal Insurance Institute receives each year from the 
State a subsidy the total of which is fixed by budget and which is especially 
assigned to insurance against live stock mortality. 

Control of the public insurance institutions attached to the Chamber of 
Insurance is exercised by the Bavarian Ministry of Internal Affairs. 

The other provisions relating to the Institute of Animal Insurance as well 
as to the other institutions attached to the Chamber of Insurance arise out of 
the rules and general conditions of insurance which are drawn up and modified 
by the President of the Chamber of Insurance with the consent of the authority 
controlling the institutions in question. 

Provisions are found in the rules relating to the formation of sections, the 
constitution and utilisation of reserve funds, investment and employment of 
the financial means of the Institutions belonging to the Chamber of Insurance, 
the right of insurance, the beginning, end, extent and total of the insurance, 
the objects that can be insured, fixation of losses, determination, payment and 
loss of comx)ensation, declaration of claims, contributions and return of con- 
tributions. 

The right of distraint belongs, within the limit of their competence, to the 
institutions attached to the Chamber of Insurance with the exception of the 
Bavarian Federation of Insurance. The distraining clause can be applied 
either to credit, contributions and other rights originating in the relation of 
insurance, or to interest payable on contributions in arrears and to the costs 
of collection. The procedure may be the same as is applied in the collection 
of taxes in arrears. 

In respect of live stock mortality insurance, apart from that effected against 
mortality of horses, at the end of the year 1934-35 there were 438 local so- 
cieties with 17,153 members and 43,712 insured animals, and an assured capital 
of about 13,500,000 RM. (i). 

There have been 2,153 claims with 281,393 net compensation payments. 
In the insurance against mortality of horses the following figures were register- 
ed: 441 local societies, with 32,552 members, effected insurance for 63,373 horses 
for a capital of 46,516,900 RM. 

The net compensation payments amounted to 1,747,532 RM. on 4,043 horses. 
The number of insured slaughter stock was 3,286,951. Complete losses were 
registered of 31,960 animals for a sum of 1,847,939 RM.; partial losses are not 
included in this figure. 

The Bavarian Federation of AnimaF Insurance which effects, among other 
forms, insurance against animal mortality insured 2,346 animals in 778 local 
groups for a capital of 965,280 RM. and 846 animals in 23 institutions of public 
Utility for a value of 338,740 RM. {2). 


(i> Report of thk Bavaria.v Public Institute for Animal Insur.\nce for the year 1 934 ‘35- 
(2) Zeitschrift fur gmossemdhafUich& Tierversicherung, Heft 6, 2 Jahrgang, June 1930. 
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[B). In the Public lyive Stock Insurance Institute of Thuringia, this state 
possess a public institute of live stock insurance which operates both insurance 
of slaughter stock and insurance against contagious stock diseases. Reinsurance 
of the local live stock insurance societies which was effected by the Institute 
for a number of years is at present in the hands oi the Institute for the reinsur- 
ance of local live stock insurance societies at Berlin. 

The Institute was founded in 1919 in virtue of an agreement made between 
the former divisions of Thuringia. 

On 19 December 1922 this agreement was replaced by a law which lay 
down the principle that the object of this Institute is to be the general interest 
to the exclusion of any lucrative interest. Besides the branches already named, 
the Institute was empowered to extend its activity to other branches of insur- 
ance and to institutions the object of which is to combat contagious diseases 
of stock. 


In respect of slaughter stock insurance, the law in question, which has 
introduced several modifications into the agreement referred to, laid down 
that compensation is only due in the case where losses relating to slaughter 
stock compulsorily insured are attributable to the rejection of the meat at the 
time of the obligatory inspection at the slaughterhouse. Losses occurring during 
the transport are not covered any more than the costs of slaughtering, inspec- 
tion and accessory expenses. 

Cattle the meat of which is intended to be used for consumption by the 
owner's family only are not brought under compulsory insurance but they 
can be insured. 

Animals excluded from the ordinary insurance of slaughter cattle and in 
particular badly nourished although not obviously ailing animals, animals ob- 
viously ailing, but well nourished and not feverish are covered by a special form 
of insurance at higher rates of premium. 

The declaration relative to animals insured compulsorily must be made 
at the place of slaughter. The declaration need be made at the place of 
sojourn of the animal only if the seller requires it, or for animals intended 
for export from Thuringia. 

As regards the section of insurance against contagious diseases of stock, 
compensation is given in accordance with the law of 1922 in the case of: 

(a) animals slaughtered by order of the sanitary authority or those 
which, after the issuing of the order, have succumbed to the disease whiqh was 
the occasion of the order. The compensation amounts to the total of ordinary 
value of the animal if the conditions giving rise to the order have not been 
realised, and to three fourths of the ordinary value of the animal in the case 
of death, or even to four fifths in the case of contagious pulmonary disease, 
rabies, foot and mouth disease or tuberculosis, if the conditions which gave 
rise to the order have been realised; 

(b) animals which have died alter the declaration, ii the conditions 
necessitating slaughter were present. 

The compensation amounts to three fourths of the ordinary value for 
glanders and to four fifths for contagious pulmonary disease; 
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(c) animals in the case of which death may be presumed to have been 
the consequence of an inoculation ordered by the authority. 

‘ In this case the compensation is always equal to the whole ordinary value. 

(d) animals which have died from anthrax, symptomatic anthrax, 
haemorrhagic septicaemia of cattle, rabies, etc.; or even after the death of 
which the presence of one such disease was ascertained . Compensation amounts 
to four fifths of the ordinary value; 

(e) cattle and goats which have died in consequence of foot and mouth 
disease; or even after the death of which the presence of one of these diseases 
has been ascertained. Compensation is reckoned at four fifths of the ordinary 
value; 

(/) cattle, which, without order from the authority, have been slaught- 
ered in consequence of tuberculosis or as suspected of suffering from the disease. 

An essential condition for payment of compensation is that the cattle 
should have, for- at least three months, belonged to a herd subject to the optional 
procedure, as recognised by the State, for control of tuberculosis. 

In this case the compensation amounts to three fourths of the ordinary 
value, but cannot exceed 400 RM. 

There are calculated in the compensation payments ; 

(a) the sums payable by private insurers, three fourths of the total 
amount in the case o^ glanders and four fifths in the case of anthrax, symp- 
tomatic anthrax, haemorrhagic septicaemia of cattle, contagious pulmonary 
disease, rabies, foot and mouth disease and tuberculosis (slaughter ordered by 
the authority). In other cases the whole of the ordinary value is paid. 

{h) the value of the parts of the slaughtered animal which remain at 
the disposal of the owner in accordance with the sanitary order. 

In respect of the section of the Institute dealing with reinsurance, it should 
be noted that, according to the agreement mentioned above, the owners of 
animals for which insurance agaiiivSt live stock mortality is compulsory had to 
form local societies. In their turn these societies were expected to form a 
reinsurance federation. This obligatory form could not however be continued 
and was replaced by an optional reinsurance on a system of balancing the 
premiums. 

A first organisation known as the Reinsurance Federation of the Thurin- 
gian Live Stock Insurance Institute remained in vigour up to the time of the 
inflation, after which it was dissolved and replaced by the Thuringian Feder- 
ation of Local Live Stock Societies which was an institution designed to serve 
the general interest rather than to make profits. Its functions were to represent, 
in a general way and in face of the authorities, the small local societies attached 
to it, to give advice to these societies and to assist them, and, in order to 
develop the movement, to found new societies and especially to operate rein- 
surance. 

As already stated, from i April 1935 the functions of this Federation 
were transferred to the Institute for Reinsurance of Local Live Stock Societies 
at Berlin; this latter Institute was founded by the Corporation of Agriculture 
of the Reich and some account of it will be given later. 
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During the financial years 1934 and 1935 the number of animals insured 
under the insurance of slaughter stock was 702,161 including: 50,234 cows, 
18,087 bullocks, 40,229 young bullocks, 147,889 calves and 445,722 pigs, with 
a total of 1,127,722 RM. in contributions thus distributed: cattle 655,762 RM, 
calves 66,550 RM., pigs 405,375 RM. 

In respect of losses there have been registered 5,709 total losses and 40,898 
partial losses thus distributed: 


cattle 2,532 total losses 

21,826 partial losses 

calves 598 total losses 

1,193 partial losses 

pigs 2,579 total losses 

17,879 partial losses 


In respect of insurance against contagious diseases of stock, in the same 
financial years the funds available for the section amounted to 61,534 RM. 
for animals with undivided hoof and 378,116 RM. for cattle. 

The losses registered included one animal with undivided hoof attacked with 
anthrax with 560 RM. paid in compensation and 19 cattle with 4,308 RM., 
4 cattle attacked by symptomatic anthrax with 725 RM. paid in compensation 
and 70 cattle attacked by tuberculosis of the udder with 5,751 RM. paid in 
compensation. 

Under the optional procedure for control of tuberculosis 2,254 animals 
have been slaughtered, carrying a total compensation of 238,697 RM. (r). • 

(C and D). — The other two public insurance institutions given in Neu- 
manns Jarhbuch of 1936 are: 

the Niederschlesische Provincial-Feuersozietdt, Breslau, founded in 1927 
and originating in the division of the Schlesische Feuersozietdt, founded in 1742, 
into the Nieder schlesische Provinzial Feuersozietdt at Breslau and the Oherschle- 
sische Provinzial Feuersozietdt at Ratisbon, in conseguence of the decree of the 
Prussian Ministry {Staatministerium, 31 December 1926). 

This society in 1934 insured risks to total of 10,812,000 RM. for 409,322 
premiums (apart from premiums transferred to reinsurance), and with 273,303 
compensation payments; 

the Oher schlesische Provihzial-Feuersozietdt at Ratisbon, founded in 1927, 
which has insured during 1934 a capital of 3,087,530 RM. (2). 

IV. — THE REINSURANCE OF SMAEU EOCAE SOCIETIES. 

Reinsurance of live stock risks is operated in Germany by private societies 
and by federations. This latter form is by far the most important in relation 
to the small local insurance societies. 


(1) Report op the Public Live Stock Insurance Institute of Thuringia, year 1934-55. 

(2) Neumanns Jahrbuch already quoted pR. 629 aud 660. 
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This section of the article will be devoted to the federations existing in 
Germany in 1935. 

The organisation in Bavaria of the reinsurance of the small local societies 
has already been mentioned in connection with public insurance. 

The particulars in regard to the three other federative organisations of 
reinsurance are as follows (i). 

{A) The Baden Insurance Federation (Versicherungsverhand) which was 
founded in virtue of the law of 26 June 1890 limits reinsurance to the local 
societies for cattle insurance. 

This Federation at first made itself responsible for three fourths of the 
losses and one fourth only was at the charges of the federated societies. At 
that time an exaggerated value was usually assigned to the insured animals 
and the very heavy claims fell on the insured owners as a whole. Owing to 
this and in spite of large State subsidies, very high contributions were required 
by the Federation. 

The unsatisfactory utilisation of the carcases of the animals slaughtered 
added also to the cost of the insurance. 

These drawbacks led to a reform. On i July 1898 it was decided by 
an amendment to the law that the losses should be in future shared equally 
between the societies and the Federation. With a view to reducing the charges 
to be met by the societies a limit of compensation was established beyond 
which the State intervened with assistance from its founds. This limit was 
fixed at 0.20 RM. for each 100 RM. of insured value. In the case where, 
in consequence of an epidemic, a local society had to pay extraordinary com- 
pensation, authority was given by the Ministry to reduce the federal contrib- 
utions by one half. The sums required for payment of compensation by the 
local societies and their administrative costs are supplied by local contributions 
the amount of which varies according to the extent of the sums necessary. In 
consequence these contributions are subject to fluctuations of varying extent. 

The administration expenses of the Federation are met by the State except 
for the share in the compensation taken by the local society on the basis of 
0.20 RM. per cent. In other words, these costs are not borne by the local 
societies. 

The compensation payments Which have to be paid by the local societies 
amount to seven tenths of the ordinary value resulting from the survey in the 
case of animals that have died naturally and eight tenths in the case of 
slaughtered animals. 

The various causes which lead to reduction or complete suppression of the 
compensation will not be discussed here. 

Membership of the Federation is obligatory for all the societies, whether 
of old standing or new. Only the former type can be released from this oblig- 
ation. 


(x) BECfZOjQR W. Bie lierleben8veisi<^eru^ dturdi kl^iner Vereiae. Leipzig u. Berlin, 1936. 
{Die Praxis der Versicherungssoirisiihaft, ECcft *<?) 
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Besides its function of reinstiraace, the Federation has also to control 
the activity' of the societies belonging to it; especially in respect , of the valtta'-. 
tion of the insured animals, the attention to be given to filing or wounded 
animals and the utilisation Of the animals and their carcases. 

. In all other respects membership of the Federation in no way limits the 
independence of the societies. In particular the administration, of the Feder- 
a!tion has no power to modify any compensation payments regularly recpgnised 
by the local societies nor to oppose the granting, the refusal or the reduction 
of payments as fixed by the societies. In consequence the owners of insured 
animals receive the compensation due without taking account of the reasons 
which might be opposed to the payment or to the valuation of the compen- 
sation by the administration of the Federation. 

The interests of the Federation are safeguarded by the fact that it can refuse 
either wholly or in part the payments of the half of the compensation which is 
at the charge of the Federation. ^ 

(B) The vSaxon Public Live Stock Insurance Institute (Anstalt fur staat- 
liche Viehversicherung) was founded in 1909 by order of the Ministry of Internal 
Affairs, according to the principle of free mutual insurance; it grants reinsurance 
to local societies for live stock insurance which in their rules and their policies 
observe at least a minimum of the requirements establiwshed by the Institute. 

The reinsurance consists in half the compensation charges and half of the 
contributions to veterinary expenses. The sums in question are divided at the 
end of the financial year of the Institute between the local societies in proportion 
to the ratio between the losses incurred by each of them and the total sum insured 
by the local societies. Costs of administration paid by the Institute are divided 
in proportion to the ratio between the sums insured by each society and the total 
insured by the local societies as a whole. 

The Institute has control over the management of the business of the societies 
belonging to it without prejudice to the legislative provisions of the .Reich relating 
to the control of the insurance societies. 

With the establishment of the Corporation of Agriculture of the Reich (Retchs- 
ndhrstand) and the consequent winding up of a number of agricultural organis- 
ations, several reinsurance institutions disappeared. 

(C) In the place of these the Corporation of Agriculture has formed a 
share company, the institute for Reinsurance of Local Live Stock Insurance 
Societies’ {Anstalt fiir kUckversicherung ortUcher Tierversicherungsvereine), vvlaich 
has absorbed the following reinsurance federations: 1 

(a) Live Stock Insurance of the Agricultural. Corporation {Landesbauern- 

schaft ies SachsC” Anhalt), ^ • £ -t? 

0 ) the Animal Insurance Office of the Agricultural Corporation of East 

Prussia ' ' ' 

(c) the Federation of Wve Stoele Insurance of the Agricultural Coipor-. 

ation of the Rhine province, i - 

(d) the Federation of the Local Live Stock Insurance Soqeties of tne 
Agricultural Corporation of Electoral Hesse, ai^ finally 
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(e) the Thuringian Federation of Xive Stock Insurance of which some 
account was given in connection with public insurance in Thuringia. 

The reinsurance organisations in Saxony, Bavaria, and in the State of Baden, 
on the other hand, still continue to exist. 

The Institute for Reinsurance, which by its rules is not conducted for profit but 
solely in the general interest, has headquarters in Berlin and was founded with 
a capital of 400,000 RM, belonging to the Reich Corporation of Agriculture {Reichs- 
nahrstand). 

The expenses of this institution are paid in advance by the local societies 
reinsured under reserve of supplementary payments. 

In the event of the dissolution of this Institute, its owned capital is to return 
to the Reichsndhr stand which must utilise it in the interest of the local live stock 
insurance societies. 

A choice between several methods of reinsurance is open to the societies or 
others seeking reinsurance. The general principle of the practice of reinsurance 
is the assumption of liability for two thirds of the sum required for the net com- 
pensation payments so far as it is not covered by the members’ contributions. 

In the case of reinsurance of local societies of insurance of horses and bulls 
also takes a share of the direct risk. 

The benefits extend also to the waiving uf the supplementary payment. 


F. ArcolEO. 
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Dickson Harris. The Story of King Cotton. Funk and Wagnalls Company, 
New York and London, 1937, P- 309* 

[Without pretending to provide an exhaustive description and economic history 
of the world cotton industry the autlior of this interesting book has touched on many 
present day problems of cotton production, the trend of the cotton market, the 
competition between the various cotton-producing countries, the determination of 
prices, etc. 

The author is concerned less with cotton as a commodity in world trade than 
with the cotton-planter himself as a social class in the community, with his family 
life and level of culture, with liis financial resources, and such things as these, of which 
he appears to have a wide knowledge. 

While being admirably suited to provide a general introductory description of the 
cotton economy this book can be profitably consulted by the cotton expert. It is 
moreover written in an attractive and witty style]. 


M. T. 
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